WEDNESDAY,  DECEMBER  22,  1971 
WASHINGTON,  D.C. 

Volume  36  ■  Number  246  ^ 


PART  II 


Section  2 


DEPARTMENT  OF 
HOUSING 
AND 
URBAN 

DEVELOPMENT 


REORGANIZATION  OF 
TITLE 


RULES  AND  REGULATIONS 


Pees 

g  221.503  Application  for  coniliiional 
commitment. 

An  application  fee  of  $1.50  per  thou¬ 
sand  dollars  of  the  amoimt  of  the  mort¬ 
gage  applied  for  shall  accompany  the 
application  for  a  conditional  commit¬ 
ment. 

§  221.504  Application  for  firm  com¬ 
mitment. 

An  application  for  a  firm  commitment 
shall  be  accompanied  by  the  payment  of 
an  application  fee  of  $1.50  per  thousand 
dollars  of  the  amount  of  ^e  mortgage 
applied  for,  If  such  fee  has  not  been  pre¬ 
viously  submitted.  A  commitment  fee,  in 
an  amount  which,  when  added  to  the  ap¬ 
plication  fee,  will  aggregate  $3  per  thou¬ 
sand  dollars  of  the  mortgage  applied  for, 
shall  also  be  submitted  with  the  applica¬ 
tion  for  a  firm  commitment.  The  pay¬ 
ment  of  a  commitment  fee  shall  not  be 
required  in  connection  with  an  insured 
mortgage  involving  the  sale  by  the  gov¬ 
ernment  of  housing  or  property  ac¬ 
quired,  held  or  constructed  pursuant  to 
the  Atomic  Energy  Community  Act  of 
1955,  as  provided  in  §  221.559(b)  (4) . 

§  221.505  In»>pcction  fee. 

The  firm  commitment  may  provide  for 
the  payment  of  an  inspection  fee  In  an 
amoimt  not  to  exceed  $5  per  thousand 
dollars  of  the  commitment.  If  an  inspec¬ 
tion  fee  is  required,  it  shall  be  paid  as 
follows: 

(a)  If  the  case  involves  the  insurance 
of  advances,  it  shall  be  paid  at  the  time 
of  Initial  endorsement. 

(b)  If  the  case  involves  insurance 
upon  completion,  it  shall  be  paid  prior 
to  the  date  construction  is  begun. 

§  221.506  Fees  on  inrreases. 

(a)  Fees  on  increases — (1)  Increase 
in  firm  commitment  prior  to  endorse¬ 
ment.  An  application,  filed  prior  to  Ini¬ 
tial  endorsement  (or  prior  to  endorse¬ 
ment  in  a  case  Involving  Insurance  upon 
completion),  for  an  increase  in  the 
amoimt  of  an  outstanding  firm  commit¬ 
ment  shall  be  accompanied  by  a  com¬ 
bined  additional  application  and  com¬ 
mitment  fee.  This  combined  additional 
fee  shall  be  In  an  amount  which  will  ag¬ 
gregate  $3  per  thousand  dollars  of  the 
amount  of  the  requested  increase.  If  an 
inspection  fee  was  required  In  the  origi¬ 
nal  commitment,  an  additional  Inspec¬ 
tion  fee  shall  be  paid  in  an  amount  com¬ 
puted  at  the  same  dollar  rate  per  thou¬ 
sand  dollars  of  the  amount  of  increase 
in  commitment  as  was  used  for  the  In¬ 
spection  fee  required  in  the  original 
commitment.  When  Insurance  of  ad¬ 
vances  Is  involved,  the  additional  In¬ 
spection  fee  shall  be  paid  at  the  time  of 
initial  endorsement.  When  insurance 
upon  c(Hnpletion  Is  Involved,  the  addi¬ 
tional  inspection  fee  shall  be  paid  prior 
to  the  date  construction  Is  begun  or  if 
construction  has  begun.  It  shall  be  paid 
with  the  application  for  increase. 

(b)  Increase  in  mortgage  betiveen  ini. 
tial  and  final  endorsement.  Upon  am  ap¬ 
plication,  filed  between  initial  and  final 
endorsement,  for  an  increase  in  the 


amount  of  the  mortgage,  either  by 
amendment  or  by  substitution  of  a  new 
mortgage,  a  combined  additional  appli¬ 
cation  and  commitment  fee  shall  accom¬ 
pany  the  application.  Tills  combined  ad¬ 
ditional  fee  shall  be  In  an  amount  which 
will  aggregate  $3  per  thousand  dollars 
of  the  amount  of  Uie  Increased  request¬ 
ed.  If  an  inspection  fee  waj  required  in 
the  original  commitment,  an  additional 
lnsp>ectlon  fee  shall  accompany  the  ap¬ 
plication  in  an  amount  not  to  exceed  $5 
per  thousand  dollars  of  the  amount  of 
the  increase  requested. 

(c)  Loan  to  cover  operating  losses.  In 
connection  with  a  loan  to  cover  operating 
losses  occurring  during  the  first  2  years 
following  completion  of  the  project,  a 
combined  application  and  commitment 
fee  of  $3  per  thousand  dollars  of  the 
amount  of  the  loan  applied  for  shall  be 
submitted  with  the  application  for  the 
commitment.  No  in.spection  fee  shall  be 
required.  ‘ 

§  221.506a  ('.oiiiliinetl  for — roliuliilila- 
tion  sale«  niorlf;ag4»r. 

In  the  case  of  a  rehabilitation  sales 
mortgagor,  the  fees  provided  in 
§§  221.503  through  221.506  shall  not  be 
applicable.  In  lieu  of  such  fees,  a  com¬ 
bined  application,  commitment,  and  in¬ 
spection  fee  of  $40  per  dwelling  unit  shall 
be  paid  to  the  Commissioner  when  the 
application  for  insurance  is  filed. 

§  221.506b  Transfer  fee. 

Upon  application  for  a]n>roval  of  a  case 
Involving  the  transfer  of  physical  assets 
or  involving  the  substitution  of  mort¬ 
gagor,  a  transfer  fee  of  50  cents  per 
^ousand  dollars  shall  be  paid  on  the 
original  face  amount  of  the  mortgsige. 
§  221.507  Refund  of  fees. 

If  the  amount  of  the  commitment  is¬ 
sued,  or  increase  in  mortgage  granted  is 
less  than  the  amount  applied  for,  the 
Commissioner  shall  refund  the  excess 
amount  of  the  application  and  commit¬ 
ment  fees  submitted  by  the  applicant. 
If  an  application  is  rejected  before  It  is 
assigned  for  processing,  or  in  such  other 
instances  as  the  Commissioner  may  de¬ 
termine,  the  entire  application  and  com¬ 
mitment  fees  or  any  portion  thereof  may 
be  returned  to  the  applicant.  Commit¬ 
ment,  Inspection,  and  reopening  fees  may 
be  refunded,  in  whole  or  in  part,  if  it  is 
determined  by  the  Commissioner  that 
there  is  a  lack  of  need  for  the  housing 
or  that  the  construction  or  financing  of 
the  project  has  been  prevented  because 
of  condemnation  proceedings  or  other 
legal  action  taken  by  a  governmental 
body  or  public  agency,  or  in  such  other 
instances  as  the  Commissioner  may  de¬ 
termine.  A  transfer  fee  may  be  refunded 
only  in  such  instances  as  the  Commis¬ 
sioner  may  determine. 

§  221.508  Maximum  fees  and  charges 
by  mortgagee. 

The  mortgagee  may  collect  from  the 
mortgagor  the  amount  of  the  fees  pro¬ 
vided  for  In  this  BUbp>art.  The  mort¬ 
gagee  may  also  collect  from  the  mort¬ 
gagor  an  initial  service  charge  in  an 
amount  not  to  exceed  2  percent  of  the 
original  principal  amount  of  the  mort¬ 
gage,  to  reimburse  the  mortgagee  for  the 


cost  of  closing  the  transaction.  A:iy  ad¬ 
ditional  charges  or  fees  collected  from 
the  mortgagor  shall  be  subject  to  prior 
approval  of  the  Commissioner. 

Commitment 

§  221.509  Issuance  of  commitment. 

(a)  Conditions  of  commitment.  Upon 
approval  of  an  application  for  insurance, 
a  commitment  shall  be  Issued  by  the 
Commissioner  setting  forth  the  terms 
and  conditions  upon  which  the  mortgage 
will  be  Insured. 

(b)  Types  of  commitments.  The 
commitment  may  provide  for  the  insur¬ 
ance  of  advances  of  mortgage  money 
made  during  construction  or  may  pro¬ 
vide  for  the  Insurance  of  the  mortgage 
after  completion  of  the  Improvements. 

(c)  Terms  of  commitment.  (1)  If  the 
commitment  fee  is  paid  as  required,  a 
commitment  shall  have  a  term  which  Is 
determined  as  follows: 

(1)  A  commitment  to  Insure  advances 
shall  be  effective  for  a  period  of  not  more 
than  180  days  from  the  date  of  Issuance. 

(li)  A  commitment  to  Insure  upon 
completion  shall  be  effective  for  a  desig¬ 
nated  term  within  which  the  mortgagor 
is  required  to  begin  construction,  and  if 
constnictlon  is  begun  as  required,  the 
commitment  shall  be  effective  for  such 
additional  period,  estimated  by  the  Com¬ 
missioner,  as  will  allow  for  completion 
of  construction. 

(2)  The  term  of  a  commitment  may 
be  extended  In  such  manner  as  the  Com¬ 
missioner  may,  from  time  to  time,  pre¬ 
scribe. 

(3)  If  the  payment  of  a  commitment 
fee  is  not  received  by  the  Commissioner 
within  30  days  after  the  issuance  of  a 
commitment,  the  commitment  shall  ex¬ 
pire  on  the  30th  day. 

(d)  Reopening  of  expired  commit¬ 
ments.  An  expired  commitment  may  be 
reopened  If  a  request  for  reopening  Is 
received  by  the  Commissioner  within  90 
days  of  the  expiration  of  the  commit¬ 
ment.  The  reopening  request  shall  be 
accompanied  by  a  fee  of  50  cents  per 
thousand  dollars  of  the  amount  of  the 
expired  commitment.  A  commitment 
which  has  expired  because  of  failure  to 
pay  the  commitment  fee  may  be  re¬ 
opened  only  upon  payment  of  the  com¬ 
mitment  fee  and  the  reopening  fee.  If 
the  reopening  request  Is  not  received  by 
the  Commissioner  within  the  required 
90-day  period,  a  new  application,  accom¬ 
panied  by  an  application  fee,  must  be 
submitted.  If  a  commitment  for  an  in¬ 
creased  amount  has  expired  because  of 
failure  to  pay  an  additional  commitment 
fee  based  on  the  amount  of  the  Increase, 
the  reopening  fee  shall  be  computed  on 
the  basis  of  the  amount  of  the  commit¬ 
ment  Increase  rather  than  on  the  amount 
of  the  original  commitment. 

Eligible  Mortgagors 
§  221.510  Eligible  mortgagors. 

A  mortgage  shall  be  executed  by  a 
mortgagor  meeting  the  following  quali¬ 
fications: 

(a)  Nonprofit,  builder -seller,  and  re¬ 
habilitation  sales  mortgagors.  (1)  The 
nonprofit  mortgagor  shall  be  a  corpora¬ 
tion  or  association  organized  for  pur¬ 
poses  other  than  the  making  of  profit  or 
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gain  for  Itself  or  persons  Identified  there¬ 
with  and  which  the  Commissioner  finds 
is  in  no  manner  controlled  by  nor  imder 
the  direction  of  persons  or  firms  seeking 
to  derive  profit  or  gain  therefrom.  Such 
a  mortgagor  shall  be  regulated  or  super¬ 
vised  imder  federal  or  state  laws  or  by 
political  subdivisions  of  states  or  agen¬ 
cies  thereof,  or  the  Federal  Housing 
Commissioner,  as  to  rents,  charges,  and 
methods  of  operation.  The  regulation  or 
supervision  of  the  mortgagor  shall  be  in 
such  manner  as,  in  the  opinion  of  the 
Commissioner,  will  effectuate  the  piu- 
poses  of  this  subpart. 

(2)  The  builder-seller  mortgagor  shall 
be  a  special  type  of  mortgagor  approved 
by  the  Commissioner  which  is  organized: 

(i)  To  construct  or  rehabilitate  a  mul¬ 
tifamily  project,  and  which  has  entered 
into  a  written  agreement  with  a  private 
nonprofit  corporation,  meeting  the 
qualifications  of  subparagraph  (1)  of 
this  paragraph,  to  sell  the  project  (upon 
final  endorsement)  to  the  nonprofit  cor¬ 
poration  at  a  purchase  price  not  to  ex¬ 
ceed  the  certified  actual  cost  of  the  proj¬ 
ect  pursuant  to  §  221.550. 

(il)  To  operate  the  project  until  the 
conveyance  to  the  nonprofit  mortgagor, 
subject  to  special  controls  and  require¬ 
ments  of  the  Commissioner  as  to  rents, 
charges,  rates  of  return  and  method  of 
operation. 

(ill)  To  operate  the  project,  in  the 
event  of  failure  to  convey  to  a  nonprofit 
mortgagor  at  fintd  endorsement,  or 
within  such  additional  period  as  may 
be  agreed  to  In  writing  by  the  Commis¬ 
sioner,  as  a  limited  distribution  mort¬ 
gagor  subject  to  the  supervision,  controls 
and  requirements  prescribed  by  the  Com¬ 
missioner  for  such  mortgagor. 

(3)  The  rehabilitation  sales  mort¬ 
gagor  shall  be  a  special  type  of  nonprofit 
mortgagor  which  shall: 

(i)  Meet  the  qualifications  of  sub- 
paragraph  (1)  of  this  paragraph. 

(il)  Undertake  to  purchase  and  re¬ 
habilitate  deteriorating  or  substandard 
housing. 

(iii)  Under  an  agreement  with  the 
Commissioner,  undertake  to  sell  the  re¬ 
habilitated  housing  to  individuals  or 
families  having  an  Income  that  meets 
the  requirements  of  section  221(h)  of 
the  Act. 

(b)  Public  mortgagors.  A  federal  in¬ 
strumentality.  a  state  or  political  sub¬ 
division  thereof,  or  an  instrumentality 
of  a  state  or  of  a  political  subdivision 
thereof,  which  certifies  that  it  Is  not 
receiving  financial  assistance  from  the 
United  States  exclusively  pursuant  to  the 
U.S.  Housing  Act  of  1937  and  which  Is 
acceptable  to  the  Commissioner.  Such 
a  mortg£igor  shall  be  regulated  or  super¬ 
vised  as  to  rents,  charges  and  methods 
of  operation  in  such  manner  as,  in  the 
opinion  of  the  Commissioner,  will  effec¬ 
tuate  the  pui*poses  of  this  subpart. 

(c)  Limited  distribution  mortgagor. 
The  limited  distribution  mortgagor  shall 
be  a  corporation,  trust,  partnership,  as¬ 
sociation,  other  entity,  or  an  individual. 
Such  mortgagor  shall  be  restricted  by 
law  (or  by  the  Ctommlssioner)  as  to  dis¬ 
tribution  of  income  and  shall  be  regu- 


RULES  AND  REGULATIONS 

lated  as  to  rents,  charges,  rate  of  re¬ 
turn,  and  methods  of  operation  in  such 
foiTO  and  manner  as  is  satisfactory  to 
the  Commissioner  to  effectuate  the  pur¬ 
poses  of  this  subpart. 

(d)  Cooperative  and  investor  sponsor 
mortgagors.  (1)  The  cooperative  mort¬ 
gagor  shall  be  a  nonprofit  cooperative 
ownership  housing  corporation  ap¬ 
proved  by  the  Commissioner  which  re¬ 
stricts  permanent  occupancy  of  the  proj¬ 
ect  to  the  members  of  the  corporation 
and  which  requires  membership  eligibil¬ 
ity  and  transfers  of  membership  in  a 
manner  approved  by  the  Commissioner. 

(2)  The  investor-sponsor  mortgagor 
shall  be  a  special  type  of  mortgagor  ap¬ 
proved  by  the  Commissioner  which  is  or¬ 
ganized  to: 

(1)  Construct  or  rehabilitate  a  multi- 
family  project,  and  transfer  the  project 
to  a  cooperative  mortgagor  within  two 
years  from  the  date  of  completion; 

(il)  Operate  the  project  until  two 
years  from  the  date  of  completion  or 
until  the  conveyance  to  the  cooperative 
mortgagor,  whichever  occurs  sooner,  sub¬ 
ject  to  special  controls  and  requirements 
of  the  Commissioner,  including  but  not 
limited  to,  the  disposition  of  net  income; 

(iii)  Operate  the  project,  in  the  event 
of  failure  to  convey  to  a  cooperative 
mortgagor  within  the  two-year  period 
as  a  limited  distribution  mortgagor  sub¬ 
ject  to  the  controls  and  requirements  of 
the  Commissioner. 

(3)  Such  a  mortgagor  will  be  regu¬ 
lated  or  restricted  by  the  Commissioner 
as  to  rents  or  sales,  charges,  rate  of 
return,  and  methods  of  operation  in  such 
manner  as.  in  the  opinion  of  the  Com¬ 
missioner,  will  effectuate  the  purposes  of 
this  subpart  and  protect  the  consumer 
interest. 

(e)  General  mortgagors.  Any  mort¬ 
gagor,  approved  by  the  Commissioner, 
not  meeting  the  eligibility  requirements 
of  paragraphs  (a)  through  (d)  of  this 
section  which  until  the  termination  of 
all  obligations  of  the  Commissioner 
under  the  insurance  contract  and  during 
such  further  period  of  time  as  the  Com¬ 
missioner  shall  be  the  owner,  holder,  or 
reinsurer  of  the  mortgage,  is  regulated 
or  restricted  by  the  Commissioner  as  to 
rents  or  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  operation, 
in  such  manner  as.  in  the  opinion  of  the 
Commissioner,  will  effectuate  the  pur¬ 
poses  of  this  subpart. 

Eligible  Mortgages 
§  221.511  Mortgage  form. 

Tlie  mortgage  shall  be: 

(a)  Executed  on  a  form  approved  by 
the  Commissioner  for  use  in  the  Juris¬ 
diction  in  which  the  property  covered  by 
the  mortgage  is  situated,  which  form 
shall  not  be  changed  without  ,  the  prior 
written  approval  of  the  Commissioner. 

(b)  In  the  case  of  cooperative  and  in¬ 
vestor  sponsor  mortgagors,  the  mortgage 
shall  provide  that  the  mortgagor  wlU  not 
arrange  for  management  of  the  property 
except  in  the  manner  and  under  an 
agreement  approved  by  the  mortgagee 
and  the  Commissioner  in  writing. 


§  221.512  Disbursement  of  the  mort¬ 
gage. 

The  mortgagee  shall  be  obligated,  as 
a  part  of  the  mortgage  transaction,  to 
disburse  the  principal  amount  of  the 
mortgage,  to,  or  for  the  account  of  the 
mortgagor  or  to  his  creditors  for  his 
account  and  with  his  consent. 

§  221.513  Mortgage  lien. 

A  mortgagor  shall  certify  at  final  en¬ 
dorsement  of  the  loan  for  insurance  that: 

(a)  The  property  covered  by  the  mort¬ 
gage  is  free  and  clear  of  all  liens  other 
than  the  insmed  mortgage  and  such 
other  liens  as  may  be  approved  by  the 
Commissioner. 

(b)  There  will  not  be  outstanding  any 
unpaid  obligation  contracted  in  con¬ 
nection  with  the  mortgage  transaction, 
the  purchase  of  the  mortgaged  prop¬ 
erty,  or  the  construction  of  the  project, 
except  obligations  approved  by  the 
Commissioner. 

§  221.514  Maximum  mortgage  amounts. 

(a)  Principal  obligation.  The  mortr 
gage  shall  involve  a  principal  obligation 
not  in  excess  of  the  lesser  of  the 
following: 

(1)  Dollar  limitations,  (i)  $12,500,000; 

(11)  For  such  part  of  the  property  or 

project  attributable  to  dwelling  use  (ex¬ 
cluding  exterior  land  improvement  as 
defined  by  the  Commissioner)  an  amount 
per  family  unit,  depending  on  the  num¬ 
ber  of  bedrooms,  which  may  be: 

(a)  $9,200  without  a  bedroom. 

(b)  $12,937.50  with  one  bedroom. 

(c)  $15,525  with  two  bedrooms. 

(d)  $19,550  with  three  bedrooms. 

(e)  $22,137.50  with  four  or  more  bed¬ 
rooms. 

(ill)  Subdivision  (11)  of  this  subpara¬ 
graph  shall  not  be  applicable  where  the 
mortgagor  qualifies  as  a  rehabilitation 
sales  mortgagor  under  the  provisions  of 
5  221.510(a)(3). 

(2)  New  construction.  (1)  In  the  case 
of  new  construction  where  the  mortgagor 
is  a  nonprofit,  builder-seller,  public,  co¬ 
operative,  or  investor-sponsor,  the  Com¬ 
missioner’s  estimate  of  replacement  cost 
of  the  property  or  project  when  the  im¬ 
provements  are  completed  (the  replace¬ 
ment  cost  may  Include  the  land,  the  pro¬ 
posed  physical  Improvements,  utilities 
within  the  boundaries  of  the  land,  archi¬ 
tect’s  fees,  taxes.  Interest  during  con¬ 
struction,  and  other  miscellaneous 
charges  incident  to  construction  and  ap¬ 
proved  by  the  Commissioner) . 

(11)  In  the  case  of  new  construction 
where  the  mortgagor  is  a  general  or  a 
limited  distribution  mortgagor,  90  per¬ 
cent  of  the  Commissioner’s  estimate  of 
the  replacement  cost  of  the  property  or 
project  when  the  proposed  Improvements 
are  completed.  ’The  replacement  cost 
may  Include  the  land,  the  proposed  phys¬ 
ical  Improvements,  utilities  within  the 
boundaries  of  the  land,  architect’s  fees, 
taxes.  Interest  during  construction,  and 
other  miscellaneous  charges  incident  to 
construction  and  approved  by  the  Com¬ 
missioner  and  shall  include  an  allowance 
for  builder’s  and  sponsor’s  profit  and  risk 
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of  10  percent  of  the  foregoing  Items  ex¬ 
clusive  of  land  unless  the  Commissioner, 
after  determining  such  allowance  is 
unreasonable,  prescribes  a  lessor  per¬ 
centage. 

(3)  Repair  or  rehabilitation.  (1)  In  the 
case  of  a  project  which  is  to  be  repaired 
or  rehabilitated  where  the  mortgagor  is 
a  nonprofit,  builder-seller,  rehabilitation 
sales,  public,  cooperative,  or  investor- 
sponsor,  the  sum  of  the  estimated  cost  of 
the  repairs  or  rehabilitation  of  the  proj¬ 
ect  and  the  Commissioner’s  estimate  of 
the  value  of  the  property  before  repairs 
or  rehabilitation. 

(11)  In  the  case  of  a  project  which  is 
to  be  repaired  or  reh^illtated  where 
the  mortgagor  is  a  general  or  a  limited 
distribution  mortgagor,  90  percent  of  the 
sum  of  the  estimated  cost  of  the  repairs 
and  rehabilitation  of  the  project  and 
the  Commissioner’s  estimate  of  the  value 
of  the  property  before  repair  and  reha¬ 
bilitation. 

(4)  Purchase  from  local  public  agen¬ 
cy.  If  the  mortgage  involves  the  financ¬ 
ing  of  the  purchase  of  property  which 
has  been  rehabilitated  by  a  local  public 
agency  with  federal  assistance  pursuant 
to  section  110(c)(8)  of  the  Housing  Act 
of  1949,  the  mortgage  shall  not  exceed 
the  following  amounts: 

(I)  Where  the  purchaser  is  a  mort¬ 
gagor  other  than  a  general  or  limited  dis¬ 
tribution  mortgagor,  the  appraised  value 
of  the  property,  as  of  the  date  the  mort¬ 
gage  is  accepted  for  insurance,  or  the 
actual  cost  of  acquisition,  which  ever 
amount  is  the  lesser. 

(II)  Where  the  purchaser  is  a  general 
or  limited  distribution  mortgagor,  90 
percent  of  the  appraised  value  of  the 
property,  as  of  the  date  the  mortgage  is 
accepted  for  insurance,  or  90  percent  of 
the  actual  cost  of  acquisition  as  approved 
by  the  Commissioner,  whichever  amount 
is  the  lesser. 

(b)  Increased  mortgage  amount — ele¬ 
vator  type  structures.  In  order  to  com¬ 
pensate  for  higher  costs  incident  to  con¬ 
struction  of  elevator  t3T?e  structures  of 
sound  standards  of  construction  and 
design,  the  Commissioner  may  increase 
the  dollar  amount  limitations  per  family 
unit  as  provided  in  paragraph  (a)  (1)  (ii) 
of  this  section  not  to  exceed: 

(1)  $10,925  per  family  unit  without  a 
bedroom. 

(2)  $15,525  per  family  unit  with  one 
bedroom. 

(3)  $18,400  per  family  unit  with  two 
bedrooms. 

(4)  $23,000  per  family  unit  with  three 
bedrooms. 

(5)  $26,162.50  per  family  imit  with 
four  or  more  bedrooms. 

(c)  Increased  mortgage  amount — high 
cost  areas.  (1)  In  any  geographical  area 
where  the  Commissioner  finds  cost  levels 
so  require,  the  Commissioner  may  In¬ 
crease,  by  not  to  exceed  45  percent,  the 
dollar  amount  limitations  set  forth  in 
paragraphs  (a)(l)(il)  and  (b)  of  this 
section. 

(2)  If  the  Commissioner  finds  that  be¬ 
cause  of  high  costs  in  Alaska,  Guam,  or 


Hawaii  it  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  soimd 
standards  of  construction,  design,  and 
livability  within  the  limitations  of  maxi¬ 
mum  mortgage  amounts  provided  in  this 
section,  the  principal  obligation  of  mort¬ 
gages  may  increased  in  such  amounts 
as  may  be  necessary  to  compensate  for* 
such  costs,  but  not  to  exceed  in  any 
event  the  maximum,  including  high  cost 
area  increases,  if  any,  otherwise  appli¬ 
cable  by  more  than  one-half  thereof. 

(d)  Maximum  mortgage  amount — 
leaseholds.  In  the  event  the  mortgage  is 
on  a  leasehold  estate  rather  than  on  a 
fee  simple  holding,  the  value  or  replace¬ 
ment  cost  of  the  property  on  which  the 
mortgage  is  based  is  the  value  or  replace¬ 
ment  cost  of  the  property  in  fee  simple 
reduced  by  an  amount  equal  to  the  capi¬ 
talized  value  of  the  ground  rent. 

(e)  Loans  to  cover  2-year  operating 
loss — (1)  Operating  loss  determination. 
When  the  Cwnmlssioner  determines  that 
an  operating  loss  has  occurred  during  the 
first  2  years  following  completion  of  the 
project,  he  may,  in  his  discretion,  accept 
for  insurance  under  this  part,  a  loan  to 
cover  such  loss.  For  the  purposes  of  this 
section,  an  operating  loss  shall  occur 
when  the  commissioner  determines  that 
the  total  of  the  taxes,  interest  on  the 
mortgage  debt,  mortgage  insurance  pre¬ 
miums,  hazard  Insurance  premiums,  and 
the  expense  of  maintenance  and  opera¬ 
tion  of  the  project  (excluding  deprecia¬ 
tion)  exceeds  the  project  income. 

(2)  Security  instrument.  The  loan 
shall  be  secured  by  an  instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the  proj¬ 
ect  is  located. 

(3)  Maximum  interest  rate.  The  loan 
may  bear  interest  at  such  rate  as  may 
be  agreed  upon  by  the  mortgagee  and 
mortgagor,  but  in  no  case  shall  such  rate 
exceed  the  rate  in  effect  under 
§  221.518(a)  on  the  date  the  commit¬ 
ment  is  issued.  Interest  shall  be  pay¬ 
able  in  monthly  installments  on  the 
principal  then  outstanding. 

(4)  Maturity.  The  loan  shall  be  lim¬ 
ited  to  a  term  not  exceeding  the  unex- 
plred  term  of  the  original  mortgage. 

§  221.515  Adjusted  mortgage  amount — 
rehabilitation  projects. 

A  mortgage  having  a  principal  amount 
computed  in  compliance  with  this  sec¬ 
tion,  and  which  involves  a  project  to  be 
repaired  or  rehabilitated,  shall  be  sub¬ 
ject  to  the  following  additional  limita¬ 
tions: 

(a)  Property  held  in  fee.  If  the  mort¬ 
gagor  is  the  owner  of  an  imencumbered 
fee  simple  estate,  the  maximum  mort¬ 
gage  amount  shall  not  exceed  100  per¬ 
cent  of  the  Commissioner’s  estimate 
of  the  cost  of  the  proposed  repairs  or 
rehabilitation; 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  project 
subject  to  an  outstanding  Indebtedness, 
which  is  to  be  refinanced  with  part  of  the 
Insured  mortgage,  the  maximum  mort¬ 
gage  amount  shall  not  exceed: 


(1)  Nonprofit,  buiider- seller,  public, 
cooperative,  or  investor-sponsor  mort¬ 
gagor.  If  tlae  mortgagor  is  a  nonprofit, 
builder-seller,  public,  cooperative,  or  in¬ 
vestor-sponsor,  the  Commissioner’s  esti¬ 
mate  of  the  (X)st  of  the  repairs  or  re¬ 
habilitation  plus  such  portion  of  the 
outstanding  Indebtedness  as  does  not  ex¬ 
ceed  the  Commissioner’s  estimate  of  the 
value  of  such  land  and  Improvements 
prior  to  the  repairs  or  rehabilitation. 

(2)  General  or  limited  distribution 
mortgagor.  If  the  mortgagor  is  a  gen¬ 
eral  or  limited  distribution  mortgagor, 
the  Commissioner’s  estimate  of  the  cost 
of  repair  or  rehabilitation  plus  such  por¬ 
tion  of  the  outstanding  indebtedness  a.'; 
does  not  exceed  90  percent  of  the  Com¬ 
missioner's  estimate  of  the  value  of  such 
land  and  Improvements  prior  to  the  re 
pair  or  rehabilitation. 

(c)  Property  to  be  acquired.  If  the 
project  is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  is  to  be 
financed  with  a  part  of  the  Insured 
mortgage,  the  maximum  mortgage 
amount  shall  not  exceed: 

(1)  Nonprofit,  builder-seller,  public, 
cooperative,  investor-sponsor,  or  reha¬ 
bilitation  sales  mortgagor.  If  the  mort¬ 
gagor  is  a  nonprofit,  builder-seller,  pub¬ 
lic,  cooperative,  investor-sponsor,  or 
rehabilitation  sales,  the  Commissioner’s 
estimate  of  the  cost  of  the  proposed  re¬ 
pairs  or  rehabilitation  plus  the  lesser  of 
either  of  the  following: 

(1)  The  actual  purchase  price  of  the 
land  and  improvements. 

(il)  The  Commissioner’s  estimate  of 
the  value  of  such  land  and  improvements 
prior  to  the  repair  or  rehabilitation. 

(2)  General  or  limited  distribution 
mortgagor.  If  the  mortgagor  is  a  gen¬ 
eral  or  limited  distribution  mortgagor: 

(1)  90  percent  of  the  Commissioner’s 
estimate  of  the  cost  of  the  repair  or 
rehabilitation,  plus 

,(ii)  90  percent  of  the  actual  price  of 
the  land  and  improvements,  or  the  Com¬ 
missioner’s  estimate  of  the  value  of  .such 
land  and  improvements  prior  to  the  re¬ 
pair  or  rehabilitation,  whichever  is  the 
lesser  as  provided  in  this  subdivision  (ii) . 

§  221.516  Maturity. 

The  mortgage  .shall  have  a  maturity 
satisfactory  to  the  Commissioner  and 
shall  contain  complete  amortization  or 
sinking-fund  provisions  satisfactory  to 
the  Commi.ssloner. 

§  221.517  Payment  requirenienis. 

(a)  Method  of  payment.  ’The  mort¬ 
gage  shall  provide  for  monthly  payments 
on  the  first  day  of  each  month  on  account 
of  Interest  and  principal  and  shall  pro¬ 
vide  for  payments  in  accordance  with  an 
amortization  plan  as  agreed  upon  by  the 
mortgagor,  the  mortgagee  and  the  Com¬ 
missioner. 

(b)  Date  of  first  payment  to  principal. 
The  Commissioner  shall  estimate  the 
time  necessary  to  complete  the  project 
and  shall  establish  the  date  of  the  first 
payment  to  principal  so  that  the  lapse  of 
time  between  completion  of  the  project 
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and  commencement  of  amortization  will 
not  be  longer  than  necessary  to  obtain 
sustaining  occupancy. 

g  221. .>18  Maxiimini  hilerr>l  rale. 

(a)  Tlie  mortgage  shall  bear  interest 
at  the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  appli¬ 
cation  for  commitment  was  issued  by  the 
Secretary  before  February  18,  1971,  or  an 
application  for  commitment  was  received 
by  the  Secretary  before  February  18, 
1971,  the  mortgage  may  bear  interest  at 
the  maximum  rate  in  effect  at  the  time 
of  issuance  of  the  letter  or  receipt  of  the 
application.  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
amoimt  of  the  mortgage  outstanding  on 
the  due  date  of  each  installment. 

(b)  In  the  case  of  a  mortgage  executed 
by  other  than  a  general  mortgagor,  as 
defined  in  §  221.510,  the  mortgage  shall 
bear  Interest  at  a  rate  not  exceeding  that 
set  forth  in  paragraph  (a)  of  this  sec¬ 
tion  up  to  and  including  the  date  of  final 
endorsement  by  the  Commissioner,  at 
which  time  the  rate  of  Interest  may  (with 
the  approval  of  the  Commissioner)  be 
lowered  to  3  piercent  per  annum. 

§  221.519  Mortgage  to  cover  the  entire 
property. 

The  mortgage  shall  cover  the  entire 
property  included  in  the  housing  project. 

§  221.519a  Mortgage  release  provisions. 

A  mortgage  executed  by  a  i-ehabillta- 
tion  sales  mortgagor  shall  provide  that 
at  any  time  after  final  endorsement,  the 
property  covered  by  the  mortgage  may 
be  released,  in  whole  or  in  part,  upon 
payment  of  the  unpaid  balance  of  the 
blanket  mortgage  allocable  to  the  prop¬ 
erty  released. 

§221.520  Covenant  against  liens. 

(a)  The  mortgage  shall  contain  a  cov¬ 
enant  against  the  creation  by  the  mort¬ 
gagor  of  liens  against  the  property  su¬ 
perior  or  inferior  to  the  lien  of  the 
mortgage  except  for  such  inferior  lien  as 
may  be  required  in  connection  with  the 
insurance  of  an  operating  loss  loan  or  a 
supplementary  loan. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  apply  where  a 
lien  inferior  to  the  lien  of  the  insured 
mortgage  is  given  in  favor  of  an  agency 
of  the  United  States  under  such  circum¬ 
stances  as  may  be  approved  by  the  Com¬ 
missioner. 

§  221.521  Covenant  for  hazard  insur¬ 
ance. 

The  mortgage  shall  contain  a  covenant 
acceptable  to  the  Commissioner  binding 
the  mortgagor  to  keep  the  property  in¬ 
sured  by  a  standard  policy  or  policies 
against  fire  and  such  other  hazards  as 
the  Commissioner,  upon  the  insurance 
of  the  mortgage,  may  stipulate,  in  an 
amount  which  will  comply  with  the  co- 
insurance  clause  applicable  to  the  loca¬ 
tion  and  character  of  the  property,  but 
not  less  than  80  percent  of  the  ai^ual 
cash  value  of  the  Insurable  Improvements 
and  equipment  of  the  project.  The  ini¬ 


tial  coverage  shall  be  in  amount  esti¬ 
mated  by  the  Commissioner  at  the  time 
of  completion  of  the  entire  project  or 
units  therefor.  The  policies  evidencing 
such  insurance  shall  have  attached 
thereto,  a  standard  mortgagee  clause 
making  loss  payable  to  the  mortgagee 
and  the  Commissioner,  as  their  Interests 
may  appear. 

§  221.522  Accumulation  of  accruals. 

(a)  Except  in  the  case  of  mortgages 
bearing  interest  at  the  rate  set  out  in 
§  221.518(b),  the  mortgage  shall  provide 
for  payments  by  the  mortgagor  to  the 
mortgagee  on  each  Interest  payment  date 
of  an  amount  sufficient  to  accumulate  in 
the  hands  of  the  mortgagee  one  payment 
period  prior  to  its  due  date,  the  next 
annual  mortgage  insurance  premium 
payable  by  the  mortgagee  to  the  Com¬ 
missioner.  Such  payments  shall  con¬ 
tinue  only  so  long  as  the  contract  of 
insurance  shall  remain  in  effect. 

(b)  In  the  case  of  all  mortgages  in¬ 
sured  under  this  subpart,  the  mortgage 
shall  provide  for  such  equal  monthly 
payments  by  the  mortgagor  to  the  mort¬ 
gagee  as  will  amortize  the  ground  rents, 
if  any,  and  the  estimated  amount  of  all 
taxes,  water  rates  and  special  assess¬ 
ments,  If  any,  and  Are  and  other  hazard 
insurance  premiums,  within  a  period 
ending  one  month  prior  to  the  dates  on 
which  the  same  become  delinquent.  The 
mortgage  shall  further  provide  that  such 
payments  shall  be  held  by  the  mortgagee, 
for  the  purpose  of  paying  such  ground 
rents,  taxes,  water  rates  and  assessments, 
and  insurance  premiums,  before  the 
same  become  delinquent.  The  mortgage 
must  also  make  provision  for  adjust¬ 
ments,  In  case  the  estimated  amount  of 
such  taxes,  water  rates  and  assessments, 
and  Insurance  premiums  shall  prove  to 
be  more,  or  less,  than  the  actual  amount 
thereof  so  paid  by  the  mortgagor. 

§  221.523  Application  of  payments. 

(a)  The  mortgage  shall  provide  that; 
all  monthly  payments  being  made  by  the 
mortgagor  to  the  mortgagee  shtiU  be 
added  together  and  the  aggregate  thereof 
shall  be  paid  by  the  mortgagor  upon  each 
monthly  payment  date  in  a  single  pay¬ 
ment.  The  mortgagee  shall  apply  the 
same  to  the  following  items  in  the  order 
set  forth: 

(1)  Premium  charges  imder  the  con¬ 
tract  of  insurance,  where  applicable. 

(2)  Ground  rents,  taxes,  special  as- 
.sessments  and  Are  and  other  hazard 
in.surance  premiums. 

(3)  Interest  on  the  mortgage. 

•(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deAciency  in  the  amoimt  of 
the  aggregate  monthly  payment  shall 
constitute  an  event  of  default.  The 
mortgage  shall  further  provide  for  a 
grace  period  of  thirty  days,  within  which 
time  the  default  must  be  cured. 

§221.524  Prepayment  privileged. 

(a)  Prepayment  in  full — (1)  Without 
prior  Commissioner  consent.  A  mort¬ 
gage  indebtedness  may  be  prepaid  in  full 
and  the  Commissioner’s  controls  termi¬ 


nated  without  the  prior  consent  of  the 
Commissioner  in  the  following  cases: 

(1)  Where  the  mortgage  is  Insured  un¬ 
der  section  221(d)  (4)  of  the  Act. 

(A)  Where  the  mortgagor  is  a  limited 
distribution  t3T>e.  which  is  not  receiving 
payments  from  the  Commissioner  under 
a  rent  supplement  contract  executed 
pursuant  to  the  provisions  of  55  5.1  et 
seq.  of  this  title,  and  where  the  prepay¬ 
ment  occurs  after  the  expiration  of  20 
years  from  the  date  of  Anal  endorsement 
of  the  mortgage. 

(ill)  Where  the  project  is  converted  to 
condominium  ownership  or  is  purchased 
by  a  cooperative  mortgagor,  which  ac¬ 
tions  are  taken  pursuant  to  section 
221(i)  or221(j)  of  the  Act. 

(iv)  Where  the  mortgage  is  insured 
pursuant  to  section  221(h)  of  the  Act 
and  the  prepayment  occurs  as  a  result 
of  a  sale  of  the  individual  units  com¬ 
prising  the  project. 

(2)  With  prior  Commissioner  consent. 
In  all  other  cases,  except  those  outlined 
In  subparagraph  (1),  a  mortgage  in¬ 
debtedness  shall  not  be  prepaid  in  full 
and  the  Commissioner’s  controls  will  not 
be  terminated  unless  the  Commissioner 
gives  his  prior  consent  to  such  prepay¬ 
ment. 

(b)  Partial  prepayments.  With  the 
prior  written  approval  of  the  Commis¬ 
sioner,  partial  prepayments  may  be  made 
for  the  purpose  of  reducing  succeeding 
monthly  payments  of  the  remaining  bal¬ 
ance  as  recast  over  the  remaining  portion 
of  the  original  mortgage  term. 

(c)  Optional  provision.  The  mort¬ 
gage  may,  if  required  by  the  mortgagee, 
contain  a  provlkon  that,  prior  to  ma¬ 
turity,  and  with  the  approved  of  the  Com¬ 
missioner,  partial  prepayments  may  be 
made,  after  thirty  days’  written  notice  to 
the  mortgagee,  on  any  principal  payment 
date.  If  prepayments  are  made  in  any 
calendar  year  In  excess  of  15  percent  of 
the  orlglned  face  amount  of  the  mort¬ 
gage,  the  mortgagee  will  be  permitted  to 
collect  such  reasonable  charge  on  such 
excess  as  Is  agreed  upon  between  the 
mortgagor  and  the  mortgagee. 

§  221.525  Late  charge. 

The  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  2  cents  for  each  dollar  of 
each  payment  to  Interest  and  principal 
more  than  15  days  in  arrears,  to  cover  the 
extra  expense  Involved  In  handling  de¬ 
linquent  payments.  Late  charges  shall 
be  separately  charged  to  and  collected 
from  the  mortgagor  and  shall  not  be  de¬ 
ducted  from  any  aggregate  monthly 
payment. 

§  221.526  Issuance  of  bonds  secured  by 
trust  indenture. 

In  the  event  that  bonds  or  other  obli¬ 
gations  are  to  be  Issued  as  a  part  of  the 
Insiu^  mortgage  transaction,  the  form 
of  bonds  and  the  form  of  trust  indenture 
shall  be  subject  to  the  approval  of  the 
Commissioner,  and  shall  be  subject  to 
the  following  conditions: 

(a)  ’The  Trustee  named  in  such  trust 
Indenture  shall  be  a  banking  institution 
or  trust  company  (authorized  to  act  in 
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a  fiduciary  capacity  and  which  is  a 
mortgagee  approved  by  the  Commis¬ 
sioner)  ;  and 

(b)  The  Trustee  shall  be  the  holder 
of  record  of  the  Insured  mortgage  (rep¬ 
resented  by  the  trust  Indenture)  and 
shall  be  authorized  to  act  on  behalf  of 
the  holders  of  such  bonds  or  other  obli¬ 
gations  in  all  matters  concerning  the 
mortgage  insurance  contract;  and 

(c)  The  holders  of  the  bonds  shall  look 
solely  to  the  Trustee  for  the  benefits  of 
the  contract  of  mortgage  insurance  and 
the  trust  indenture  shall  expressly  au¬ 
thorize  the  Commissioner  to  make  pay¬ 
ment  of  any  claim  imder  such  contract 
to  the  Trustee,  without  liability  or  ac¬ 
countability  to  the  bondholders  to  see  to 
the  application  of  the  mortgage  insur¬ 
ance  contract  benefits;  and 

(d)  The  bonds  or  other  obligations 
shall  be  Issued  only  to  holders  meeting 
the  following  qualifications: 

(1)  A  mortgagee  approved  by  the 
Commissioner; 

(2)  A  pension  or  retirement  fund  or 
a  profit-sharing  plan  maintained  and 
administered  by  a  (xjrporatlon  or  by  a 
governmental  agency  or  by  a  trustee  or 
trustees,  which  has  lawful  authority  to 
acquire  the  bonds  or  other  obligations; 
or 

(3)  A  charitable  or  nonprofit  organi¬ 
zation. 

§  221.527  Mortgagor’s  certificate  of 
nondiscrimination  and  mortgage 
covenant  regarding  use  of  property. 

(a)  The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  following 
points: 

(1)  That  neither  he  (it),  nor  anyone 
authorized  to  act  for  him  (it) ,  will  refuse 
to  sell  or  rent,  after  the  making  of  a  bona 
fide  offer,  or  refuse  to  negotiate  for  the 
sale  or  rental  of,  or  otherwise  make 
unavailable  or  deny  the  property  covered 
by  the  mortgage  to  any  person  because 
of  race,  color,  religion,  or  national  origin. 

(2)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color,  re¬ 
ligion,  or  national  origin  is  recognized  as 
being  Illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(3)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

(b)  The  mortgage  shall  contain  a 
covenant  prohibiting  the  use  of  the  prop¬ 
erty  covered  thereby  for  any  purpose 
other  than  that  for  which  it  was  in¬ 
tended  at  the  date  the  mortgage  was 
executed. 

Eligible  Mortgagees 
§  221.528  Qualification  of  lenders. 

The  provisions  of  203.1-203.9  of  Part 
203  of  Subchapter  C  of  this  chapter  shall 
govern  the  eligibility  qualifications  and 
requirements  of  mortgagees  imder  this 
subpart. 


RULES  AND  REGULATIONS 

Supervision  of  Mortgagors 

§  221.529  Form  of  regulation  bj’  Com¬ 
missioner. 

The  Commissioner  may  regulate  and 
restrict  the  mortgagor  as  long  as  the 
Commissioner  is  the  insurer,  holder  or 
reinsurer  of  the  mortgage.  Such  regula¬ 
tion  or  restriction  may  be  ’n  the  form  of 
a  regulatory  agreement,  corporate  char¬ 
ter  or  such  other  means  as  the  Commis¬ 
sioner  approves. 

§  221.530  Supervision  applicable  to  aU 
mortgagors. 

(a)  No  charge  shall  be  made  by  the 
mortgagor  for  accommodations,  facil¬ 
ities,  or  services  offered  by  the  project 
except  those  approved  in  writing  by  the 
Commissioner. 

(b)  The  mortgagor  shall  maintain  its 
project,  the  ground,  buildings,  and  equip¬ 
ment  appurtenant  thereto.  In  good  repair 
and  will  promptly  complete  necessary  re¬ 
pairs  and  maintenance  as  required  by  the 
Commissioner, 

(c)  In  all  projects,  except  those  in¬ 
volving  rehabilitation  where  the  mort¬ 
gage  does  not  exceed  $200,000,  a  fund  for 
replacements  shall  be  established  and 
maintained  with  the  mortgagee.  The 
amount  and  type  of  such  fund  and  the 
conditions  under  which  it  shall  be  ac¬ 
cumulated,  replenished,  and  used,  shall 
be  specified  in  the  charter,  trust  agree¬ 
ment,  or  regulatory  agreement. 

(d)  The  mortgagor,  its  property, 
equipment,  buildings,  plans,  ofQces,  ap¬ 
paratus,  devices,  books,  contracts,  rec¬ 
ords,  documents,  and  papers  shall 
subject  to  inspection  and  examination  by 
the  Commissioner  or  his  duly  authorized 
agent  at  all  reasonable  times. 

(e)  The  mortgagor  shall  execute  and 
deliver  to  the  Commissioner  a  certificate 
that  the  books  and  accounts  of  the  mort¬ 
gagor  will  be  established  and  maintained 
In  a  manner  satisfactory  to  the  Com¬ 
missioner  on  the  date  the  certificate  is 
executed.  Such  certificate  shall  be  to 
the  effect  that,  so  long  as  the  mortgage  is 
Insured  or  held  by  the  Commissioner,  the 
mortgagor’s  books  and  accounts  will  be 
kept  in  accordance  with  the  requirements 
of  the  Commissioner;  will  be  in  such 
form  as  to  permit  a  speedy  and  effective 
audit  and  as  may  otherwise  be  prescribed 
by  the  Commissioner;  will  be  maintained 
for  such  periods  of  time  as  may  be  pre¬ 
scribed  by  the  Commissioner;  and  will 
be  available  to  the  Commissioner  and  to 
the  Comptroller  General  of  the  United 
States  for  such  examination  and  audit 
as  they  may  desire  to  make.  The  mort¬ 
gagor  shall  file  with  the  Commissioner 
and  mortgagee  the  following  reports 
verified  by  the  signature  of  such  oflacers 
of  the  mortgagor  as  the  Commissioner 
may  designate  and  in  such  form  as  pre¬ 
scribed  by  the  Commissioner: 

(1)  Monthly  occupancy  reports  when 
required  by  the  Commissioner; 

(2)  Complete  annual  financial  re¬ 
ports  based  upon  examinations  of  the 
books  and  records  of  the  mortgagor,  pre¬ 
pared  in  accordance  with  the  reqiilre- 
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ments  of  the  Commissioner,  certified  to 
by  an  ofBcer  of  the  mortgagor  and,  when 
required  by  the  Commissioner,  prepared 
and  certified  by  a  Certified  I^ibllo  Ac¬ 
countant  (or  other  person  acceptable  to 
the  Commissioner),  such  reports  to  be 
submitted  within  sixty  (60)  days  after 
the  end  of  each  fiscal  year; 

(3)  Specific  answers  to  questions 
upon  which  information  is  desired  from 
time  to  time  relative  to  the  actual  cost 
of  construction,  the  disposition  of  mort¬ 
gage  fimds,  the  operation  and  condition 
of  the  property  and  the  status  of  the 
Insured  mortgage; 

(4)  Properly  certified  copies  of  min¬ 
utes  of  meetings  of  directors,  officers, 
stockholders,  shareholders,  or  bene¬ 
ficiaries. 

§  221.531  Supervision  applicable  to  gen¬ 
eral  mortgagors. 

The  following  restrictions  and  regula¬ 
tions  will  be  applicable  to  general 
mortgagors: 

(a)  Capital  structure.  (1)  The  num¬ 
ber  of  shares  of  capital  stock,  in  the 
case  of  a  corporation,  may  be  Issued  in 
such  amounts  and  form  as  may  be 
agreed  upon  by  the  sponsors  and  the 
Commissioner  prior  to  the  endorsement 
of  the  mortgage  for  Insurance:  and 

(2)  In  the  case  of  a  trust  entity,  bene¬ 
ficial  certificates  of  Interest  may  be  is¬ 
sued  in  such  amounts  and  form  as  may 
be  agreed  upon  by  the  mortgagor  and 
the  Commissioner. 

(b)  Rate  of  return.  Dividends  or  other 
distributions,  as  defined  In  the  charter, 
trust  agreement,  or  regulatory  agree¬ 
ment,  may  be  declared  or  made  only  as 
of  or  after  the  end  of  a  semiannual  or 
annual  fiscal  period.  No  dividends  or 
other  distributions  shall  be  declared  or 
made  except  out  of  surplus  cash  legally 
available  and  remaining  after: 

(I)  The  payment  of : 

(1)  All  sums  due  or  currently  re¬ 
quired  to  be  paid  under  the  terms  of 
any  mortgage  or  note  Insured  or  held 
by  the  Commissioner; 

(li)  All  amounts  required  to  be  de¬ 
posited  in  the  reserve  fund  for  replace¬ 
ments; 

(lil)  All  obligations  of  the  project 
other  than  the  mortgage  Insured  or  held 
by  the  Commissioner  unless  funds  for 
payment  are  set  aside  or  deferment  of 
payment  has  been  approved  by  the 
Commi.ssioner. 

(2)  The  segregation  of : 

(i)  An  amount  equal  to  the  aggre¬ 
gate  of  all  special  funds  required  to  be 
maintained  by  the  project; 

(II)  All  tenant  security  deposits  held. 

No  distribution  of  any  kind  may  be 

made  from  borrowed  funds. 

(c)  Rents  and  charges.  In  approving 
the  allowable  rents  and  charges  and  in 
passing  upon  applications  for  changes, 
consideration  will  be  given  to  the  fol¬ 
lowing  and  similar  factors: 

(1)  Rental  income  necessary  to  main¬ 
tain  the  economic  soundness  of  the 
project. 
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(2)  Rental  income  necessary  to  pro¬ 
vide  a  reasonable  return  on  the  invest¬ 
ment  consistent  with  providing  reason¬ 
able  rentals  to  tenants. 

(d)  Mortgagor’s  equity  investment — 

(1)  Amount  of  deposit.  Unless  it  can 
be  established  to  the  satisfaction  of  the 
Commissioner,  prior  to  the  final  endorse¬ 
ment  of  the  mortgage  for  insurance,  that 
the  mortgagor  htis  an  investment  in  the 
project,  represented  by  cash  expendi¬ 
tures,  in  an  amount  equal  to  three  per¬ 
cent  (3%)  of  the  total  cost  of  the  project 
as  certified  by  the  mortgagor  and  ap¬ 
proved  by  the  Commissioner,  there  shall 
be  deposited  in  a  special  fund  an  amount 
equal  to  the  difference  between  such 
three  percent  (3%)  and  the  amount  of 
any  such  Investment  for  necessary  ex¬ 
penses  incident  to  the  completion  of  the 
project.  Disbursements  from  any  such 
fluid,  prior  to  three  years  from  the  date 
of  the  flTxa.1  or  initial-final  endorsement 
of  the  mortgage  for  insurance,  may  be 
made  only  with  the  prior  written  ap¬ 
proval  of  the  Commissioner. 

(2)  Cutoff  date.  The  provisions  of 
subparagraph  (1)  of  this  paragraph 
shall  be  applicable  only  to  those  mort¬ 
gages  which  have  received  final  endorse¬ 
ment  on  or  before  November  15,  1962. 

§  221.532  Supervision  applicable  to 
limited  distribution  mortgagors. 

(a)  The  provisions  of  §  221.531(b) 
(rate  of  return)  shall  apply  to  limited 
distribution  mortgagors,  except  that  the 
amount  of  any  allowable  distribution  or 
disbursement  from  siuplus  cash  shall  not 
exceed  in  any  one  fiscal  year  more  than 
6  percent  of  the  mortgagor’s  initial  equity 
Investment  as  determined  by  the  Com¬ 
missioner. 

(b)  'The  right  of  any  allowable  dis¬ 
tribution  or  disbursement  from  surplus 
cash  shall  be  cumulative. 

§  221.533  Supervision  applicable  to  co¬ 
operative  and  investor  sponsor  mort¬ 
gagors. 

(a)  The  mortgagor  shall  not  permit 
occupancy  except  imder  an  occupancy 
agreement  or  lease  approved  by  the 
Commissioner. 

(b)  Except  with  the  prior  written 
approval  of  the  Commissioner,  no  com¬ 
pensation  shall  be  paid  by  the  corpora¬ 
tion  to  its  officers  or  directors,  as  such, 
or  to  any  person  or  corporation  for 
supervising  or  managerial  service.  No 
compensation  shall  be  paid  by  the  cor¬ 
poration  to  any  employee  in  excess  of 
an  amount  agreed  upon  by  the  Com¬ 
missioner  and  specified  in  the  charter. 
No  officer,  director,  stockholder,  agent, 
or  employee  of  the  corporation  shall  in 
any  manner  become  indebted  to  the  cor¬ 
poration  except  on  account  of  approved 
occupancy  charges. 

i  221.534  Supervision  applicable  to  co¬ 
operative  mortgagors. 

(a)  A  general  operating  reserve  shall 
be  established  and  maintained  as  long 
as  the  mortgage  insurance  is  in  force. 
In  a  manner  and  for  the  purposes  speci¬ 
fied  In  the  charter  or  regulatory 
agreement. 
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(b)  Surplus  funds,  after  meeting 
reserves  and  after  meeting  all  obliga¬ 
tions  of  the  mortgagor,  may  be  disbursed 
to  the  members  in  the  form  of  reduced 
carrsring  charges  or  reduced  sales  prices 
of  the  dwelling  accommodations,  or 
patronage  refunds. 

§  221.535  Supervision  applicable  to  in¬ 
vestor-sponsor  mortgagors. 

(a)  Investor-sponsor’s  escrow.  The 
mortgagee  shall  hold  in  escrow  such 
amount  as  the  Commissioner  determines 
will  be  needed,  in  the  event  the  project 
is  not  transferred  to  a  cooperative  within 
2  years  from  the  date  of  project  com¬ 
pletion,  to  reduce  the  principal  of  the 
mortgage  to  an  amount  authorized  for 
a  limited  distribution  mortgagor.  The 
amoimt  held  in  escrow  may  be  disbursed 
to  the  mortgagor  if  the  transfer  occurs 
within  the  2-year  period.  Where  the 
transfer  does  not  occur  within  such 
period,  the  escrow  shall  be  applied 
against  the  mortgage  or  in  such  other 
manner  as  the  Commissioner  may  direct. 

(b)  Transfer  to  cooperative  mortga¬ 
gor.  'Hie  consideration  for  the  transfer 
to  a  cooperative  mortgagor  shall  be  the 
assumption  of  the  mortgage  indebted¬ 
ness  plus  a  downpayment  in  an  amount 
which,  when  added  to  the  original  prin¬ 
cipal,  shall  not  exceed  the  actual  cost 
of  the  investor  sponsor  as  approved  by 
the  Commissioner. 

§  221.535a  Supcr\'itjion  applicable  to 
buildcr-scllcr  mortgagors. 

(a)  Builder-seller’s  escrow.  The  mort¬ 
gagee  shall  hold  in  escrow  such  amount 
as  the  Commissioner  determines  will  be 
needed,  in  the  event  the  project  is  not 
transferred  to  a  nonprofit  mortgagor  at 
final  endorsement  or  within  such  addi¬ 
tional  period  as  may  be  agreed  to  in  writ¬ 
ing  by  the  Commissioner,  to  reduce  the 
principal  of  the  mortgage  to  an  amount 
authorized  for  a  limited  distribution 
mortgagor.  The  amount  held  in  escrow 
may  be  disbursed  to  the  mortgagor  if 
the  transfer  occurs  at  final  endorsement 
or  within  such  period  as  may  be  agreed 
to  by  the  Commissioner.  Where  the 
transfer  does  not  occur  within  the  pre¬ 
scribed  period,  the  escrow  shall  be  ap¬ 
plied  against  the  mortgage  or  in  such 
other  manner  as  the  Commissioner  may 
direct. 

(b)  Transfer  to  nonprofit  mortgagor. 
The  consideration  for  the  transfer  to 
the  nonprofit  mortgagor  shall  be  the  as¬ 
sumption  of  the  mortgage  indebtedness 
to  which  may  be  added  a  cash  payment 
in  an  amount  which,  when  add^  to  the 
original  principal,  shall  not  exceed  the 
builder-seller’s  actual  cost  as  approved 
by  the  Commissioner. 

Occupancy  Requirements 

§  221.536  Occupancy  requirements  ap¬ 
plicable  to  all  mortgagors. 

The  mortgsigor  shall  certify  under 
oath  to  the  Commissioner,  as  long  as 
the  Commissioner  Is  the  insurer,  holder, 
or  reinsurer  of  the  mortgage,  that  the 
mortgagor  will  not: 

(a)  In  selecting  tenants  for  the  project 
covered  by  the  mortgage,  discriminate 


against  any  family  by  reason  of  the  fact 
that  there  are  children  in  the  family; 

(b)  Rent,  permit  the  rental  or  permit 
the  offering  for  rental  of  the  housing,  or 
any  part  thereof,  covered  by  such  mort¬ 
gage,  for  transient  or  hotel  purposes. 
For  the  purposes  of  this  certificate,  the 
term  rental  for  transient  or  hotel  pur¬ 
poses  shall  mean  (1)  rental  for  any  pe¬ 
riod  less  than  30  days,  or  (2)  any  rental, 
if  the  occupants  of  the  housing  accom¬ 
modations  are  provided  customary  hotel 
services  such  as  room  service  for  food 
and  beverages,  maid  service,  furnishing 
and  laundering  of  linens,  and  bellboy 
services; 

(c)  Sell  the  project  as  long  as  the 
Commissioner  is  the  insurer,  holder,  or 
reinsurer  of  the  mortgage,  imless  the 
piuchaser  also  certifies. 

§  221.537  Additional  occupancy  require¬ 
ments;  preferred  purchasers  or  ten¬ 
ants. 

(a)  Initial  occupancy.  In  the  case  of 
a  rental  project  owned  by  a  mortgagor 
whose  mortgage  bears  interest  at  the  rate 
set  out  in  S  221.518(b),  initial  occupancy 
shall  be  restricted  to  those  determined  by 
the  Commissioner  as  having  a  low  or 
moderate  Income  and  who  are  one  of  the 
following: 

(1)  A  family. 

(2)  A  single  person  62  years  of  age  or 
older. 

(3)  A  single  person  who  is  less  than  62 
years  of  age,  provided  that  occupancy 
by  this  age  group  shall  be  limited  to  10 
percent  of  the  dwelling  units  in  the 
project  unless  the  occupants  receive  rent 
supplement  benefits  imder  the  provisions 
of  §§  5.1  et  seq.  of  this  title,  in  which 
Instance  the  10  percent  limitation  shall 
not  be  applicable. 

(4)  A  handicapped  person  meeting  the 
qualifications  of  paragraph  (d)  of  this 
section. 

(b)  Continued  occupancy.  Continued 
occupancy  by  tenants  following  a  change 
in  income  or  family  composition  subse¬ 
quent  to  initial  occupancy  shall  be  under 
such  conditions  as  the  Commissioner  may 
prescribe. 

(c)  Preference  for  displacees.  In  all 
cases,  preference  or  priority  of  oppor¬ 
tunity  to  rent  dwelling  units  shall  be 
given  to  families  or  single  persons  who 
have  been  displaced  from  an  urban  re¬ 
newed  area,  or  aa  &  re^t  of  govern¬ 
mental  action,  or  as  a  result  of  a  disaster 
determined  by  the  President  to  be  a 
major  disaster. 

(d)  Definition  of  handicapped.  For 
the  purposes  of  this  section,  a  person 
shall  be  considered  as  handicapped  if  he 
has  a  physical  impairment  which: 

(1)  Is  expected  to  be  of  a  long-con¬ 
tinued  and  indefinite  duration; 

(2)  Substantially  impedes  his  ability 
to  live  independently;  and 

(3)  Is  of  such  a  nature  that  his  ability 
to  live  Independently  could  be  Improved 
by  more  suitable  housing  conditions. 

(e)  Temporary  suspensions.  The  occu¬ 
pancy  requirements  for  initial  occu¬ 
pancy,  as  prescribed  in  paragraph  (a)  of 
this  section,  may  be  temporarily  sus¬ 
pended  by  the  Comml.ssloner  for  a  period 
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not  exceeding  1  year.  The  denial  or  the 
approval  of  a  request  for  such  tempo¬ 
rary  suspension  shall  be  within  the  sole 
discretion  of  the  Commissioner,  and  the 
approval  of  a  temporary  susr>enslon  of 
initial  occupancy  requirements  shall  be 
under  such  conditions  and  requirements 
as  the  Commissioner  may  prescribe. 

§  221.S38  Applirabilily  of  prevailing 
wage  reqiiiremeiils. 

(a)  In  general.  Prevailing  wage  re¬ 
quirements  shall  be  applicable  to  mort¬ 
gage  Insured  imder  this  subpart,  except 
those  specified  In  paragraph  (b)  of  this 
section,  and  the  compliance  with  such 
requirements  shall  be  evidenced  at  such 
time  and  In  such  manner  as  the  Com¬ 
missioner  may  prescribe,  as  follows: 

(1)  Labor  Standards.  Any  contract, 
subcontract,  or  building  loan  agreement 
executed  for  the  performance  of  con¬ 
struction  of  the  project  shall  comply 
with  all  applicable  labor  standards  and 
provisions  of  the  regulations  of  the  Sec¬ 
retary  of  Labor  Issued  May  9,  1951,  29 
CPR  5.1-5.12  (16  F.R.  4430). 

(2)  Ineligible  contractors.  No  con¬ 
struction  contract  shall  be  entered  Into 
with  a  general  contractor  or  any  sub¬ 
contractor  if  such  contractor  or  any  such 
subcontractor  or  any  firm,  corporation, 
partnership  or  association  In  which  such 
contractor  or  subcontractor  has  a  sub¬ 
stantial  Interest  Is  included  on  the  Inel¬ 
igible  list  of  contractors  or  subcontrac¬ 
tors  established  and  maintained  by  the 
Comptroller  General,  pursuant  to  S  5.6 

(b)  of  the  Regulations  of  the  Secretary 
of  Labor,  issued  May  9,  1951,  29  CFR 
6.6(b)  (16  PJR.  4431). 

(3)  Ineligible  advances.  No  advance 
under  the  mortgage  shall  be  eligible  for 
Insurance  after  notification  from  the 
Commissioner  that  the  general  contrac¬ 
tor  or  any  subcontractor  or  any  firm, 
corporation,  partnership  or  association 
In  which  such  contractor  or  subcontrac¬ 
tor  has  a  substantial  Interest  was,  on  the 
date  the  contract  or  subcontract  was 
executed,  on  the  Ineligible  list  established 
by  the  Comptroller  General,  pursuant  to 
the  provisions  of  the  Secretary  of  Labor, 
Issued  May  9,  1951,  29  CFR  5.6(b)  (16 
F.R. 4431). 

(4)  Wage  certificate.  No  advance 
under  any  mortgage  shall  be  eligible  for 
Insurance  unless  there  Is  filed  with  the 
application  for  such  advance  a  certifi¬ 
cate  or  certificates  in  the  form  required 
by  the  Commissioner,  supported  by  such 
other  Information  as  the  Commissioner 
may  prescribe,  certifying  that  the  labor¬ 
ers  and  mechanics  employed  In  the  con¬ 
struction  of  the  dwelling  or  dwellings,  or 
housing  project  involved  have  been  paid 
not  less  than  the  wages  prevailing  In  the 
locality  in  which  the  work  was  performed 
for  the  corresponding  classes  of  laborers 
and  mechanics  employed  on  construction 
of  a  similar  character,  as  determined  by 
the  Secretary  of  Labor  prior  to  the  be¬ 
ginning  of  construction  and  after  the 
date  of  filing  of  the  application  for 
Insurance. 

(b)  Excepted  transactions.  The  re¬ 
quirements  of  paragraph  (a)  of  this  sec- 
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tion  shall  not  be  applicable  in  either  of 
the  following  Instances: 

(1)  Where  the  mortgage  is  executed 
by  a  rehabilitation  sales  mortgagor  meet¬ 
ing  the  requirements  of  §  221.510(a)  (3) 
and  covers  property  on  which  there  are 
located  eight  or  fewer  single  family 
dwellings. 

(2)  Where,  in  connection  with  the 
construction  of  a  project  involving  a  co¬ 
operative,  investor-sponsor,  or  rehabili¬ 
tation  sales  mortgagor,  the  Commis¬ 
sioner  has  waived  the  requirements  and 
each  of  the  following  circumstances 
occur: 

(i)  Where  the  laborers  or  mechanics 
not  otherwise  employed  in  the  construc¬ 
tion  of  such  project  (or  the  prospective 
owners  of  the  individual  dwellings,  in 
the  case  of  a  rehabilitation  sales  mort¬ 
gagor)  are  to  voluntarily  donate  their 
services  without  compensation  for  the 
purpose  of  lowering  their  housing  costs 
in  the  project. 

(li)  Where  the  mortgagor  establishes 
to  the  satisfaction  of  the  Commissioner 
that  amounts  saved  by  the  donated  serv¬ 
ices  will  be  credited  to  the  account  of 
the  mortgagor. 

§  221.539  Discrimination  prohibited. 

Any  contract  or  subcontract  executed 
for  the  performance  of  construction  of 
the  project  shall  contain  a  provision  that 
there  shall  be  no  discrimination  against 
any  employee,  or  applicant  for  employ¬ 
ment  because  of  race,  color,  creed,  or 
national  origin.  Where  the  mortgagor 
Is  the  general  contractor,  the  building 
loan  agreement  shall  contain  the  above 
provisions. 

Insurance  of  Advances 

§  221. 510  Financial  rcquirenicnis. 

In  order  for  a  mortgage  to  be  eligible 
for  insurance  of  advances,  the  following 
financial  requirements  must  be  met  by 
the  mortgagor  to  the  satisfaction  of  the 
Commissioner: 

(a)  A  mortgagor,  other  than  a  non¬ 
profit  mortgagor,  shall  deposit  with  the 
mortgagee,  or  In  a  depository  satisfac¬ 
tory  to  the  mortgagee  and  under  the 
control  of  the  mortgagee,  for  the  purpose 
of  meeting  the  cost  of  equipping  and 
renting  the  project  subsequent  to  com¬ 
pletion  of  construction  of  the  entire  proj¬ 
ect  or  units  thereof  and,  during  the 
course  of  construction,  for  allocation  by 
the  mortgagee  to  accruals  for  taxes, 
ground  rents,  mortgage  insurance  pre¬ 
miums,  property  insurance  premiums, 
and  assessments  required  by  the  terms 
of  the  mortgage: 

(1)  In  the  case  of  new  construction, 
an  amoimt  equivalent  to  not  less  than 
two  percent  of  the  original  principal 
amount  of  the  mortgage. 

(2)  In  the  case  of  rehabilitation,  an 
amount  satisfactory  to  the  Commis¬ 
sioner. 

(b)  Prior  to  Initial  endorsement,  the 
mortgagor  shall  deposit  with  the  mort¬ 
gagee  cash  deemed  by  the  Commissioner 
to  be  sufficient,  when  added  to  the  pro¬ 
ceeds  of  the  insured  mortgage,  to  assure 
completion  of  the  project  and  to  pay 
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the  Initial  service  charge,  the  carrying 
charges,  and  the  legal  and  organization 
expenses  Incident  to  the  construction  of 
the  project.  Such  funds  shall  be  held 
by  the  mortgagee  In  a  special  account 
or  by  an  acceptable  depository  desig¬ 
nated  by  the  mortgagee  under  an  appro¬ 
priate  agreement  approved  by  the  Com¬ 
missioner  requiring  all  such  fimds  to  be 
disbursed  for  work  and  material  on  the 
physical  improvements,  and  for  other 
charges  and  expenses  to  be  paid  when 
due,  prior  to  the  advance  of  any  mort¬ 
gage  money. 

(c)  All  fees  and  charges  to  be  paid 
by  the  mortgagor  In  connection  with 
financing  which  are  in  excess  of  the  ini¬ 
tial  service  charge  and  which  have  been 
approved  by  the  Commissioner,  shall  be 
deposited  with  the  mortgagee  In  cash, 
prior  to  initial  endorsement,  unless  other 
arrangements  acceptable  to  the  CommLs- 
sioner  are  made. 

(d)  The  Commissioner  shall  require 
assurance  of  completion  of  offsite  public 
utilities  and  streets  in  all  cases,  except 
where  a  municipality  or  other  public  body 
has  by  agreement  (acceptable  to  the 
Commissioner)  agi-eed  to  Install  such 
utilities  and  streets  without  cost  to  the 
mortgagor.  Where  such  assurance  is  re¬ 
quired,  it  shall  be  either  in  the  form  of 
a  cash  escrow  deposit  or  the  retention  of 
a  specified  amount  of  mortgage  proceeds 
by  the  mortgagee.  If  a  cash  escrow  is 
used,  it  shall  be  deposited  with  the  mort¬ 
gagee  or  with  an  acceptable  trustee  or 
escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  used,  the 
mortgagee  shall  retain  imder  terms  ap¬ 
proved  by  the  Commissioner,  rather  than 
disburse  at  the  initial  closing  of  the 
mortgage,  a  portion  of  the  mortgage  pro¬ 
ceeds  allocated  to  land  in  the  project 
analysis.  As  additional  assurance,  the 
Commissioner  may  also  require  a  surety 
company  bond  or  bonds. 

(e)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraphs 
(a),  (c)  and  (d)  of  this  section,  an 
imcondltlonal  Irrevocable  letter  of  credit 
issued  to  the  mortgagee  by  a  banking 
institution.  In  the  event  a  demand  un¬ 
der  the  letter  of  credit  Is  not  Immediately 
met,  the  mortgagee  shall  forthwith  pro¬ 
vide  cash  equivalent  to  the  undrawn 
balance  thereunder. 

§  221.541  Rulldlng  luan  agreeinenl. 

Prior  to  the  initial  endorsement  of  the 
mortgage  for  insurance,  the  mortgagor 
and  the  mortgagee  shall  execute  a  build¬ 
ing  loan  agreement,  approved  by  the 
Commissioner,  setting  forth  the  terms 
and  conditions  under  which  progress 
payments  may  be  advanced  during  con¬ 
struction.  To  be  covered  by  mortgage  in¬ 
surance,  each  progress  payment  shall  be 
approved  by  the  Commissioner. 

§  221. .542  AsKiirunreof  complrllon. 

(a)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project,  in 
the  form  of  a  personal  Indemnity  agrree- 
ment,  a  surety  company  bond  or  bonds, 
a  cash  escrow  deposit,  a  letter  of  credit, 
or  an  agreement  controlling  the  dis¬ 
bursement  of  construction  funds  coupled 
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with  a  giiaranty  of  performance  of  the 
construction  contract,  as  required  by  the 
Commissioner.  The  personal  indemnity 
agreement  and  the  bonds  shall  be  on 
forms  approved  by  the  Conunissioner. 
The  surety  company  executing  a  bond 
must  be  satisfactory  to  the  Commis¬ 
sioner.  Where  a  cash  escrow  deposit  is 
used,  it  shall  be  established  under  an 
agrreement  with  the  mortgagee  or  with 
a  depository  satisfactory  to  the  mort¬ 
gagee  and  the  Commissioner  and  shall 
Involve  cash,  or  securities  of,  or  fully 
guaranteed  as  to  principal  and  interest 
by,  the  United  States  of  America.  Where 
an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  guaranty  of  performance  of  the  con¬ 
struction  contract  is  used,  the  agreement 
shall  contain  terms  satisfactory  to  the 
Commissioner.  The  tsrpes  of  assurance 
to  be  furnished  are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  assiu'ance  will  be  accepted  in  the 
form  of  a  personal  indemnity  agreement 
executed  by  the  principal  ofiBcers,  direc¬ 
tors.  stockholders,  or  partners  or  indi¬ 
viduals  operating  as  the  general 
contractor. 

(2)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  more  than 
$500,000  or  where  such  cost  is  less  than 
$500,000  and  a  personal  indemnity  agree¬ 
ment  is  not  executed,  assurance  shall  be 
by  a  surety  company  bond  or  bonds,  a 
cash  escrow  deposit,  a  letter  of  credit,  or 
an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  gxiaranty  of  performance  of  the  con¬ 
struction  contract,  the  amount  of  which 
shall  be  prescribed  by  the  Commissioner. 

(b)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraph 

(a)  of  this  section,  an  unconditional 
irrevocable  letter  of  credit  issued  to  the 
mortgagee  by  a  banking  institution.  In 
the  event  a  demand  under  the  letter  of 
credit  is  not  immediately  met.  the  m<N*t- 
gagee  shall  forthwith  provide  cash 
equivalent  to  the  undrawn  balance 
thereunder. 

(c)  Rehabilitation  projects  involving 
11  or  less  living  units  shall  be  excepted 
from  the  indemnity  agreement,  bonding, 
escrow,  or  letter  of  credit  reqxiirements  of 
paragraphs  (a)  and  (b)  of  this  section, 
but  the  benefits  of  such  exception  shall 
not  be  available  where  it  has  already 
been  applied  to  two  rehabilitation  proj¬ 
ects  (each  involving  11  or  less  living 
units)  currently  being  constructed  and 
which  Involve  the  same  mortgagor  or 
general  contractor. 

Application  of  Net  Income 
§  221.542a  Accounting  for  net  income. 

All  net  Income  received  by  a  non¬ 
profit,  builder-seller,  investor-sponsor, 
rehabilitation  sales  mortgagor  shall  be 
accounted  for  to  the  Commissioner  and 
shall  not  be  distributed  without  the  prior 
approval  of  the  Commissioner. 

§  221.543  Advance  amortization. 

(a)  If  prior  to  the  beginning  of  amor¬ 
tization  net  Income,  as  defined  by  the 
Commissioner,  is  received  as  a  result  of 
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the  rental  of  the  mortgaged  property, 
such  net  income,  to  the  extent  deter¬ 
mined  by  the  Ciommlssioner,  shall  be  ap¬ 
plied  in  one  or  more  of  the  follow!^ 
ways: 

(1)  To  advance  amortization. 

(2)  To  offset  the  cost  of  approved  cap¬ 
ital  Improvements. 

(3)  To  be  deposited  in  the  reserve 
fund  for  replacement  and  to  be  held  as 
a  reserve  in  addition  to  the  monthly  de¬ 
posits  required  by  the  regulatory  agree¬ 
ment.  In  addition  to  being  applicable  to 
commitments  issued  on  or  after  De¬ 
cember  3,  1963,  the  provisions  of  this 
subparagraph  shall  be  applicable  to 
commitments  outstanding  on  such  date 
where  the  mortgage  has  not  received 
final  endorsement. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  apply  to  the 
following: 

(1)  Investor-sponsor,  builder-seller, 
nonprofit,  or  rehabilitation  sides  mort¬ 
gagor  (the  distribution  of  net  income  by 
such  mortgagors  is  controlled  by 
§  221.542a). 

(2)  Cooperative  mortgagors  (the  use 
of  surplus  funds  by  such  mortgagors  la 
prescribed  in  §  221.534) . 

(3)  Projects  involving  rehabilitation 
where  the  mortgage  does  not  exceed 
$200,000. 

Property  Requirements 
§  221.544  Eligibility  of  property. 

(a)  A  mortgage  to  be  eligible  for  in¬ 
surance  shall  be  on  real  estate  held: 

(1)  In  fee  simple;  or 

(2)  On  the  interest  of  the  lessee  under 
a  lease  for  not  less  than  ninety-nine 
years  which  is  renewable;  or 

(3)  Under  a  lease  having  a  period  of 
not  less  than  seventy-five  years  to  run 
from  the  date  of  mortgage  is  executed; 
or 

(4)  Under  a  lease  executed  by  a  gov¬ 
ernmental  agency,  an  Indian  or  an 
Indian  tribe  for  the  maximum  term 
consistent  with  the  legal  authority  for 
the  execution  of  such  lease,  provided 
that  the  term  of  any  such  lease  shall  run 
for  a  period  of  not  less  than  fifty  years 
from  the  date  the  mortgage  is  executed. 

(b)  The  property  constituting  security 
for  the  mortgage  must  be  held  by  an 
eligible  mortgagor  as  herein  defined  and 
must  at  the  time  the  mortgage  is  Insured 
be  free  and  clear  of  all  liens  other  than 
that  of  such  mortgage. 

§  221.545  Development  of  property. 

(a)  Obligation  of  mortgagor.  The 
mortgagor  shall  be  obligated  to  develop 
the  property  as  follows: 

(1)  A  mortgagor,  other  than  a  reha¬ 
bilitation  sales  mortgagor  meeting  the 
requirements  of  S  221.510(a)  (3),  shall 
be  obligated  to  either  construct  and  com¬ 
plete  new  housing  accommodations  on 
the  mortgaged  property  or  rehabilitate 
existing  housing  ac(x>mmodations  de¬ 
signed  principally  for  residential  use. 

(2)  A  rehabilitation  sales  mortgagor 
meeting  the  requirements  of  9  221.510 
(a)  (3)  shall  be  obligated  to  piuchase  and 
rehabilitate  existing  housing. 


(b)  Minimum  number  of  units.  (1) 
A  project,  other  than  a  project  to  be 
rehabilitated  by  a  rehabilitation  sales 
mortgagor  meeting  the  requirements  of 
9  221.510(a)  (3).  shall  consist  of  not  less 
than  five  dwelling  units  and  may  be  de¬ 
tached,  semidetached,  or  row  houses,  or 
multifamily  structures. 

(2)  A  project,  where  the  mortgagor  Is 
a  rehabilitation  sales  mortgagor  meeting 
the  requirements  of  9  221.510(a)(3). 
shall  consist  of  not  less  than  four  single 
family  dwellings  or  four  one-family  units 
in  a  condominium.  The  single  family 
dwellings  may  be  detached,  semide¬ 
tached,  or  row  houses.  The  family  imlts 
shall  be  located  in  a  structure  or  struc¬ 
tures  concerning  which  the  mortgagor 
certifies  that  it  intends,  upon  com¬ 
pletion  of  the  project,  to  commit  the 
ownership  of  the  project  to  a  plan  of 
apartment  ownership  approved  by  the 
Commissioner, 

(c)  Compliance  with  governmental 
regulations.  The  property,  including 
improvements,  shall  comply  with  any 
material  zoning  or  deed  restrictions  ap¬ 
plicable  to  the  project  site  and  with  all 
applicable  building  and  other  govern¬ 
mental  regulations. 

§  221.546  Commercial  and  community 
facilities. 

(a)  In  general.  The  project  may  in¬ 
clude  such  commercial  and  <x>mmtmlty 
facilities  as  the  Commissioner  deems  ade¬ 
quate  to  serve  the  occupants. 

(b)  Urban  renewal  area  projects. 
Where  the  project  is  located  in  an  urban 
renewal  area,  it  may  include  such  non- 
dwelling  facilities  as  the  Commissioner 
determines  will  be  desirable  and  consis¬ 
tent  with  the  urban  renewal  plan  and 
contribute  to  the  economic  feasibility  of 
the  project.  Approval  of  such  nondwel¬ 
ling  facilities  shall  only  be  granted  im- 
der  the  following  conditions: 

(1)  That  the  project  will  remain  pre¬ 
dominantly  residential. 

(2)  That  the  nondwelling  facilities  will 
not  adversely  affect  the  other  business 
enterprises  in  the  community. 

(3)  That  the  mortgagor,  in  a  case  in¬ 
volving  a  mortgage  bearing  interest  at 
the  special  below  market  rate  provided 
in  9  221.518(b).  agree  to  waive  ^e  right 
to  receive  dividends  on  its  equity  invest¬ 
ment  in  the  portion  of  the  project  de¬ 
voted  to  <x>mmercial  facilities. 

(c)  Rehabilitation  sales  projects. 
Commercial  and  (x>mmunlty  facilities 
shall  not  be  included  in  a  project  in¬ 
volving  a  mortgage  meeting  the  require¬ 
ments  of  9  221.51Q(a)  (3). 

§  221.546a  Neighborhood  chararleristirs. 

In  a  case  involving  a  mortgagor  meet¬ 
ing  the  requirements  of  9  221.510(a)  (3), 
the  mortgagor  shall  establish  to  the 
satisfaction  of  the  Commissioner  either 
of  the  following: 

(a)  That  the  property  to  be  rehabili¬ 
tated  is  located  in  a  neighborhood  which 
is  sufiQciently  stable  and  contains  sufiS- 
cient  public  facilities  and  amenities  to 
support  long-term  values. 

(b)  That  the  rehabilitation  to  be  car¬ 
ried  out  by  the  mortgagor  plus  its  related 
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activities  and  the  activities  of  other 
owners  of  housing  In  the  neighborhood, 
together  with  actions  to  be  taken  by  pub¬ 
lic  authorities,  will  be  of  such  scope  and 
quality  as  to  give  reasonable  promise 
that  a  stable  environment  will  be  created 
in  the  neighborhood. 

Cost  Certification  Requirements 

§  221.547  Certification  of  cost  require¬ 
ments. 

(a)  Prior  to  initial  endorsement  of  the 
mortgage  for  Insurance,  the  mortgagor, 
the  mortgagee,  and  the  Commissioner 
shall  enter  into  an  agreement  in  form 
and  content  satisfactory  to  the  Commis¬ 
sioner  for  the  purpose  of  precluding  any 
excess  of  mortgage  proceeds  over  statu¬ 
tory  limitations.  Under  this  agreement, 
the  mortgagor  shall  disclose  its  relation¬ 
ship  with  the  builder,  Including  any  col¬ 
lateral  agreement,  and  shall  agree; 

(1)  To  enter  into  a  construction  con¬ 
tract  in  a  form  meeting  the  require¬ 
ments  of  §  221.548. 

(2)  To  execute  a  certificate  of  actual 
costs,  upon  completion  of  all  physical  im¬ 
provements  on  the  mortgaged  property. 

(3)  To  apply  in  reduction  of  the  out- 
etandlng  balance  of  the  principal  of  the 
mortgage  any  excess  of  mortgage  pro¬ 
ceeds  over; 

(I)  In  the  case  of  a  general  or  limited 
distribution  mortgagor,  90  percent  of 
actual  cost;  or 

(II)  In  the  case  of  all  other  mort¬ 
gagors,  100  percent  of  actual  cost. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  relating  to  disclosure  and 
the  requirement  for  a  construction  con¬ 
tract  shall  not  apply  where  the  mort¬ 
gagor  Is  the  general  contractor. 

(c)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  be  applicable 
to  a  project  Involving  a  rehabilitation 
sales  mortgagor. 

§  221.548  Form  of  contract. 

(a)  In  general.  The  contract  be¬ 
tween  the  mortgagor  and  the  general 
contractor  shall  be  in  the  form  of  either 
a  lump  stun  contract  or  a  cost  plus  con¬ 
tract.  The  lump  sum  contract  shall 
provide  for  the  payment  of  a  specified 
amount.  The  cost  plus  contract  shall 
provide  for  the  payment  of  the  actual 
cost  of  construction,  not  to  exceed  an 
upset  price,  and  may  Include  a  provi¬ 
sion  for  an  additional  pasunent  to  the 
builder  of  a  fee  in  an  amount  allowed 
by  the  Commissioner. 

(b)  Lump  sum  contract.  A  lump  sum 
contract  may  be  used  where  it  is  estab¬ 
lished  to  the  satisfaction  of  the  Com¬ 
missioner  that  no  identity  of  interest 
exists  between  the  mortgagor  or  any  of 
its  officers,  directors,  stockholders  or 
partners  and  the  general  contractor,  and 
where  the  mortgage  Is  executed  by  a 
public,  limited  distribution,  investor 
sponsor  or  general  mortgagor.  A  lump 
sum  contract  may  also  be  used  where 
the  mortgage  is  executed  by  a  coopera¬ 
tive  mortgagor  if  the  Commissioner 
makes  the  foregoing  determination  as 
to  nonidentity  of  Interest  and  it  is 
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established  to  the  Commissioner’s  satis¬ 
faction  that  a  cost  plus  form  of  con¬ 
tract  is  not  required  to  protect  his 
interests. 

(c)  Cost  plus  contract.  A  cost  plus 
contract  shall  be  used  in  each  of  the 
following  instances; 

(1)  Where  it  is  determined  by  the 
Commissioner  that  an  ident.ty  of  in¬ 
terest  exists  between  the  mortgagor  or 
any  of  its  officers,  directors,  stockhold¬ 
ers  or  partners  and  the  general  con¬ 
tractor. 

(2)  Where  the  mortgage  is  executed 
by  a  cooperative  mortgagor  and  it  is 
determined  by  the  Commissioner  that 
a  cost  plus  form  of  contract  is  required 
to  protect  his  interests. 

(3)  Where  the  mortgage  is  executed 
by  a  nonprofit  or  builder-seller  mort¬ 
gagor,  unless  it  is  established  to  the 
Commissioner’s  satisfaction  that  a  cost 
plus  form  of  contract  is  not  required 
to  protect  his  Interests  and  the  Interests 
of  the  mortgagor,  in  which  case  a  lump 
sum  form  of  contract  may  be  used. 

§  221.549  Certificate  as  to  subcontracts. 

(a)  If  it  is  determined  by  the  Commis¬ 
sioner  that  the  mortgagor,  its  officers, 
directors  or  stockholders,  have  any  in¬ 
terest,  financial  or  otherwise,  in  any 
subcontractor  or  material  supplier,  the 
mortgagor  must  certify  in  a  form  pre¬ 
scribed  by  the  Commissioner  prior  to 
final  endorsement  that  the  amounts  paid 
to  such  subcontractor  or  material  sup¬ 
plier  were  not  more  than  the  rate  pre¬ 
vailing  in  the  locality  for  similar  type 
labor  and  materials. 

(b)  The  provisions  of  pai'agraph  (a) 
of  this  section  shall  not  be  applicable  to 
a  project  involving  a  rehabilitation  sales 
mortgagor. 

§  221.550  Certificate  of  actual  cost — 
contents  in  general. 

(a)  Submission  of  certificate.  ’The 
mortgagor’s  certificate  of  actual  cost,  in 
a  form  prescribed  by  the  Commissioner, 
shall  be  submitted  prior  to  final  en¬ 
dorsement  and  upon  completion  of  the 
Improvements  to  the  satisfaction  of  the 
Commissioner. 

(b)  Items  to  be  included.  The  cer¬ 
tificate  shtdl  show  the  actual  cost  to  the 
mortgagor  of; 

(1)  ’The  cost  plus  construction  con¬ 
tract.  Including  the  builder’s  fee  actu¬ 
ally  paid  and  approved  by  the  Commis¬ 
sioner;  or  the  lump  sum  construction 
contract;  or  the  cost  of  the  construction 
of  the  project,  where  the  mortgagor  also 
acts  as  the  general  contractor  and  no 
construction  contract  is  executed. 

(2)  ’The  architect’s  fee. 

(3)  ’The  offsite  public  utilities  and 
streets  not  included  in  subparagraph  (1) 
of  this  paragraph. 

(4)  ’The  organizational  and  legal 
expenses. 

(5)  ’The  other  items  of  expense  ap¬ 
proved  by  the  Commissioner. 

(c)  Items  not  to  be  included.  The 
certificate  shall  not  include  as  actual 
cost  any  kickbacks,  rebates,  trade  dis- 
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counts,  or  other  similar  pa3mients  to  the 
mortgsigor  or  to  any  of  its  officers,  direc¬ 
tors,  stockholders,  or  partners.  Any 
such  payments  sh^  be  deducted  from 
the  costs  determined  imder  paragraph 
(b)  of  this  section. 

(d)  Nonapplicability  to  rehabilitation 
sales  mortgagors.  The  provisions  of  para¬ 
graphs  (a)  through  (c)  of  this  section 
shall  not  be  applicable  to  a  project  in¬ 
volving  a  rehabilitation  sales  mortgagor. 

§  221.550a  Certificate  of  actual  cost — 
builder's  and  sponsor's  profit  and 
risk  allowance. 

(a)  In  general.  ’The  mortgagor’s  cer¬ 
tificate  of  actual  cost  shall  Include  (ex¬ 
cept  in  a  case  Involving  a  nonprofit, 
bullder-s  e  1 1  e  r ,  cooperative,  investor- 
sponsor,  or  rehabilitation  sales  mort¬ 
gagor)  an  allowance  for  builder’s  and 
sponsor’s  profit  and  risk.  ’The  amounts  of 
the  allowance  shall  be  dependent  upon  a 
determination  by  the  Commissioner  as 
to  whether  or  not  there  exists  an  identity 
of  interest  between  the  mortgagor  or  any 
of  its  officers,  directors,  stockholders,  or 
partners  and  the  general  contractor. 

(b)  Identity  of  interest  cases.  Where 
an  identity  of  interest  exists,  a  builder’s 
and  sponsor’s  profit  and  risk  allowance 
shall  be  Included  in  lieu  of  the  builder’s 
fee  provided  for  in  5  221.550(b)  (1),  ’This 
allowance  shall  be  10  percent  of  the  ac¬ 
tual  cost  computed  in  accordance  with 
S  221.550  excluding  the  following  items; 

(1)  Any  builder’s  fee  actually  paid 
and  approved  by  the  Commissioner. 
(This  fee  shall  be  paid  out  of  the  builder’s 
and  sponsor’s  profit  and  risk  allowance.) 

(2)  ’The  cost  of  the  land  or  any 
amount  paid  for  a  leasehold. 

(3)  The  value  of  the  land  and  im¬ 
provements  prior  to  repair  or  rehabilita¬ 
tion  plus  the  amount  of  the  mortgage 
proceeds  used  to  refinance  any  outstand¬ 
ing  Indebtedness  on  the  property  where 
the  property  Involves  the  financing  of 
repair  or  rehabilitation. 

(c)  Nonidentity  of  interest  cases. 
Where  no  identity  of  Interest  exists,  a 
sponsor’s  profit  and  risk  allowance  shall 
be  included.  ’This  allowance  shall  be  10 
percent  of  the  actual  cost  computed  in 
accordance  with  §  221.550  excluding  the 
following  items; 

(1)  The  amounts  paid  by  the  mort¬ 
gagor  under  the  construction  contract. 

(2)  ’The  cost  of  the  land  or  any 
amoimt  paid  for  a  leasehold. 

(3)  The  value  of  the  land  and  im¬ 
provements  prior  to  repair  or  rehabilita¬ 
tion  plus  the  amount  of  the  mortgage 
proceeds  used  to  refinance  any  outstand¬ 
ing  Indebtedness  on  the  property  where 
the  mortgage  Involves  the  financing  of 
repair  or  rehabilitation. 

(d)  Nonapplicability  to  nonprofit, 
builder-seller,  cooperative,  investor- 
sponsor,  or  rehabilitation  sales  mort¬ 
gagor.  ’The  provisions  of  paragraphs  (a) 
through  (c)  of  this  section  shall  not  be 
applicable  to  a  project  involving  a  non¬ 
profit,  builder-seller,  cooperative,  in¬ 
vestor-sponsor,  or  rehabilitation  sales 
mortgagor. 
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RULES  AND  REGULATIONS 


§  221.551  Contractor's  certification. 

(a)  Certification  by  general  contrac¬ 
tor.  Where  a  cost  plus  form  of  contract 
is  used  by  a  cooperative  mortgagor  or 
where  any  other  type  of  mortgagor  la 
required  by  the  Commissioner  to  use 
such  contract,  the  mortgagor  shall  sub¬ 
mit  along  wlUi  Its  certificate  of  actual 
cost  a  certification  of  the  general  con¬ 
tractor,  in  a  form  prescribed  by  the  Com¬ 
missioner,  as  to  all  actual  costs  paid  for 
labor,  materials  and  subcontract  work 
under  the  general  contract  exclusive  of 
the  builder’s  fee  and  any  kickbacks,  re¬ 
bates,  trade  discounts,  or  other  similar 
payments  to  the  general  contractor,  the 
mortgagor,  or  any  of  its  officers,  direc¬ 
tors,  stockholders  or  partners. 

(b)  Certification  by  subcontractor. 
Where  it  is  determined  by  the  Commis¬ 
sioner  that  an  identity  of  interest  exists 
between  the  mortgagor  or  any  of  its  of¬ 
ficers,  directors,  stockholders  or  partners 
and  any  subcontractor,  material  supplier, 
or  equipment  lessor,  the  mortgagor  may 
be  required  by  the  Commissioner  to 
submit  a  certification  of  actual  cost  by 
such  subcontractor,  material  supplier,  or 
equipment  lessor,  in  a  form  prescribed 
by  the  Commissioner,  as  to  all  actual 
costs  paid  for  labor,  materials,  subcon¬ 
tracts  and  overhead  exclusive  of  any 
kickbacks,  rebates,  trade  discoimts,  or 
other  similar  pasonents  to  the  general 
contractor,  the  mortgagor  or  any  of  its 
officers,  directors,  stockholders  or  part¬ 
ners.  Where  the  use  of  a  cost  plus  form 
of  contract  is  required  by  the  Commis¬ 
sioner,  and  it  is  determined  by  the  Com¬ 
missioner  that  an  identity  of  interest 
exists  between  the  general  contractor 
and  any  subcontractor,  material  supplier, 
or  equipment  lessor,  the  mortgagor  may 
be  required  by  the  Commissioner  to 
submit  a  certification  of  actual  cost  by 
such  subcontractor,  material  supplier,  or 
equipment  lessor. 

(c)  The  provisions  of  paragraphs  (a) 
and  (b)  of  this  section  shall  not  be  ap¬ 
plicable  to  a  project  involving  a  rehabili¬ 
tation  sales  mortgagor. 

§  221.552  Records. 

(a)  The  mortgagor  shall  keep  and 
maintain  adequate  records  of  all  cost  of 
any  construction  or  other  cost  items  not 
representing  work  under  the  general 
contract  and,  in  the  case  of  a  fixed 
fee  contract,  shall  require  the  builder  to 
keep  similar  records  and,  upon  request 
by  the  Conunissloner,  shall  make  avail¬ 
able  for  examination  such  records  in¬ 
cluding  any  collateral  agreements. 

(b)  The  provisions  of  iwiragraph  (a) 
of  this  section  shall  not  be  applicable  to 
a  project  Involving  a  rehabilitation  sales 
mortgagor. 

§  221.553  Certificate  of  public  account¬ 
ant. 

(a)  In  all  projects,  except  those  speci¬ 
fied  in  paragraph  (b)  of  this  section,  the 
certificate  of  actual  cost  shall  be  sup¬ 
ported  by  a  certificate  as  to  accuracy  by 
an  independent  Certified  Public  Accoimt- 
ant  or  independent  public  accoimtant, 
which  shall  Include  a  statement  that  the 


accounts,  records  and  supporting  docu¬ 
ments  have  been  examined  in  accordance 
with  generally  accepted  auditory  stand¬ 
ards  to  the  extent  deemed  necessary  to 
verify  the  actual  costs. 

(b)  'The  provisions  of  paragraph  (a) 
of  this  section  shall  not  be  applicable  to 
a  project  Involving  40  or  less  living  units 
or  to  a  project  involving  a  rehabilitation 
sales  mortgagor. 

§  221.554  Value  of  land. 

(a)  Upon  receipt  of  the  mortgagor’s 
certification  of  actual  cost  there  shall 
be  added  to  the  total  amount  thereof 
the  Commissioner’s  estimate  of  the  fair 
market  value  of  any  land  included  in 
the  mortgage  security  and  owned  by  the 
mortgagor  in  fee,  such  value  being  prior 
to  the  construction  of  the  improvements. 
In  the  event  the  land  is  held  under  a 
leasehold  or  other  interest  less  than  a 
fee,  the  cost,  if  any,  of  acquiring  the 
leasehold  or  other  interest  is  considered 
an  allowable  expense  which  may  be 
added  to  actual  cost  provided  that  in  no 
event  such  amount  is  in  excess  of  the 
fair  market  value  of  such  leasehold  or 
other  interest  exclusive  of  proposed 
improvements. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  be  applicable  to 
a  project  Involving  a  rehabilitation  sales 
mortgagor. 

§221.555  Reduction  in  mortgage 
amount — new  construction. 

(a)  If  the  principal  obligation  of  the 
mortgage  exceeds  (a)  in  the  case  of  a 
general  or  limited  distribution  mort¬ 
gagor,  90  percent,  or  (b)  in  the  case  of 
other  mortgagors,  100  percent,  of  the 
total  amount  as  shown  by  the  certificate 
of  actual  cost  plus  the  value  of  land, 
the  mortgage  shall  be  reduced  by  the 
amount  of  such  excess  prior  to  final 
endorsement  for  insurance. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  be  applicable  to 
a  project  involving  a  rehabilitation  sales 
mortgagor. 

§  221.556  Reduction  in  mortgage 
amount — rehabilitation. 

In  the  event  the  mortgage  is  to  finance 
repair  or  rehabilitation,  the  mortgagor’s 
actual  cost  of  such  repair  or  rehabilita¬ 
tion  may  include  the  items  of  expense 
permitt^  for  new  construction  in  ac¬ 
cordance  with  S  221.550  and  the  ap¬ 
plicable  cost  certification  procedure 
described  therein  will  be  required:  pro¬ 
vided  such  mortgage  shall  be  subject  to 
the  following  limitations: 

(a)  Property  held  in  fee.  If  no  part 
of  the  proceeds  is  to  be  used  to  finance 
the  purchase  of  the  land  or  structures 
involved,  the  mortgage  shall  be  reduced 
to  an  amount  not  to  exceed  100  percent 
of  the  approved  cost  of  the  completed 
repair  or  rehabilitation. 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  Insured  mortgage  is  to  in¬ 
clude  the  cost  of  refinancing  an  existing 
mortgage  acceptable  to  the  Commis¬ 
sioner,  the  amount  of  the  existing  mort¬ 
gage  or  (1)  in  the  case  of  a  general  or 
limited  distribution  mortgagor,  90  per¬ 


cent,  or  (2)  in  the  case  of  all  other 
mortgagors,  100  percent  of  the  Commis¬ 
sioner’s  estimate  of  the  fair  market  value 
of  the  land  and  existing  improvements 
prior  to  repair  or  rehabilitation,  which¬ 
ever  is  the  lesser,  shall  be  added  to  the 
actual  cost  of  the  repair  or  rehabilitation. 
If  the  principal  obligation  of  the  insured 
mortgage  exceeds  the  total  amount  thus 
obtained,  the  mortgage  shall  be  reduced 
by  the  amoimt  of  such  excess  prior  to 
final  endorsement  for  insurance. 

(c)  Property  to  be  acquired.  If  the 
mortgage  is  to  include  the  cost  of  land 
and  improvements,  and  the  purchase 
price  thereof  is  to  be  financed  with  part 
of  the  mortgage  proceeds,  the  purchase 
price,  or  the  Commissioner’s  estimate  of 
the  fair  market  value  of  the  land  and 
existing  improvements  prior  to  repair 
or  rehabilitation,  whichever  is  the  lesser, 
shall  be  added  to  the  actual  cost  of  the 
repair  or  rehabilitation.  If  the  principal 
obligation  of  the  insured  mortgage  ex¬ 
ceeds  (1)  in  the  case  of  a  general  or 
limited  distribution  mortgagor,  90  per¬ 
cent.  or  (2)  in  the  case  of  all  other 
morteagors.  100  percent,  of  the  total 
amount  thus  obtained,  the  mortgage 
shall  be  reduced  by  the  amount  of  such 
excess  prior  to  final  endorsement  for 
insurance. 

(d)  Nonapplicability  to  rehabilitation 
sales  mortgagors.  ’Tlie  provisions  of  para¬ 
graphs  (a)  through  (c)  of  this  section 
shall  not  be  applicable  to  a  project  in¬ 
volving  a  rehabilitation  sales  mortgagor. 

§  221.557  Requisites  of  agreennent  and 
certification. 

Any  agreement,  undertaking,  state¬ 
ment  or  certification  required  by 
§  221.550  shall  specifically  state  that  it 
has  been  made,  presented,  and  delivered 
for  the  purpose  of  influencing  an  official 
action  of  the  Federal  Housing  Adminis¬ 
tration.  and  of  the  Federal  Housing 
Commissioner,  and  may  be  relied  up>on 
by  the  Comml^oner  as  a  true  statement 
of  the  facts  contained  therein. 

§  221.558  Cost  certification  incontest¬ 
able. 

Upon  the  Commissioner’s  approval  of 
the  mortgagor’s  certification  as  required 
by  S  221.550  such  certification  shall  be 
final  and  Incontestable  except  for  fraud 
or  material  misrepresentation  on  the 
part  of  the  mortgagor. 

Other  Eligible  Mortgages 

§  221.559  Eligibility  of  miscellaneous 
type  mortgages. 

(a)  A  mortgage  covering  five  or  more 
rental  units  and  which  meets  the  re¬ 
quirements  of  this  part,  except  as  modi¬ 
fied  by  tills  section,  shall  be  eligible  for 
Insurance  under  this  subpart. 

(b)  The  mortgage  may  be  accepted  for 
Insurance  if : 

(1)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  ac¬ 
quired  or  constructed  under  Public  Law 
849,  Seventy-sixth  Congress,  as  amend¬ 
ed;  Public  Law  781,  Seventy-sixth  Con¬ 
gress,  as  amended;  or  Public  Laws  9,  73, 
or  353,  Seventy-seventh  Congress,  as 
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amended  (including  any  additional  prop¬ 
erty  acquired,  held,  or  conatructed  in 
connection  with  such  housing  or  to  serve 
the  inhabitants  thereof) ;  or 

(2)  Executed  in  connection  with  the 
sale  by  the  Public  Housing  Administra¬ 
tion,  or  by  any  public  housing  agency 
with  the  approval  of  the  said  Adminis¬ 
tration,  of  any  housing  (Including  any 
additional  property  acquired,  held,  or 
constructed  In  connection  with  such 
housing  or  to  serve  the  Inhabitants 
thereof)  owned  or  financially  assisted 
pursuant  to  the  provisions  of  Public  Law 
671,  Seventy-sixth  Congress;  or 

(3)  Executed  In  connection  with  the 
sale  by  the  Oovemment,  or  any  agency 
or  ofiBcial  thereof,  of  any  of  the  so-called 
Qreenbelt  towns,  or  parts  thereof.  In¬ 
cluding  projects,  or  parts  thereof,  known 
as  Gre^ihllls,  Ohio;  Qreenbelt.  Mary¬ 
land;  and  Oreendale,  Wisconsin,  devel¬ 
oped  imder  the  Emergency  Relief  Appro¬ 
priation  Act  of  1935;  or  of  any  of  the 
village  properties  or  employees'  housing 
imder  the  Jurisdiction  of  the  Tennessee 
Valley  Authority;  or  of  any  housing  un¬ 
der  the  Jurisdiction  of  the  Department 
of  the  Interior  located  within  the  town 
area  of  Coulee  Dam,  Washington,  ac¬ 
quired  by  the  United  States  for  the  con¬ 
struction,  operation,  and  maintenance  of 
Grand  Coulee  Dam  and  its  appurtenant 
works  or  of  any  permanent  housing  un¬ 
der  the  Jurisdiction  of  the  Department 
of  the  Interior  constructed  under  the 
Boulder  Canyon  Project  Act  of  December 
21,  1928,  as  amended  and  supplemented, 
located  within  the  Boulder  (3ity  munici¬ 
pal  area;  or 

(4)  Executed  In  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  (in¬ 
cluding  any  property  acquired,  held,  or 
constructed  In  connection  therewith  or 
to  serve  the  inhabitants  thereof)  pur¬ 
suant  to  the  Atomic  Energy  Conununity 
Act  of  1955,  as  amended:  Provided.  That 
such  Insurance  shall  be  Issued  without 
regard  to  any  preference  or  priorities  ex¬ 
cept  those  prescribed  by  the  National 
Housing  Act  or  the  Atomic  Energy  Com¬ 
munity  Act  of  1955,  as  amended;  or 

(5)  Executed  in  connection  with  the 
sale  by  a  State  or  municipality,  or  any 
agency,  instrumentality,  or  political  sub¬ 
division  of  either,  of  a  project  consisting 
of  any  permanent  housing  (including  any 
property  acquired,  held  or  constructed 
in  connection  therewith  or  to  serve  the 
Inhabitants  thereof),  constructed  by  or 
on  behalf  of  such  State,  municipality, 
agency,  instrumentality  or  political  sub¬ 
division.  for  the  occupancy  of  veterans 
(as  defined  in  §  203.12),  their  families 
and  others:  Provided,  That  in  no  case 
may  the  principal  obligation  of  a  mort¬ 
gage  referred  to  in  this  subparagraph 
exceed  90  percent  of  the  appraised  value 
of  the  mortgaged  property;  or 

(6)  Executed  in  connection  with  the 
first  resale,  within  two  years  from  the 
date  of  Its  acquisition  from  the  Govern¬ 
ment,  of  any  portion  of  a  project  or  prop¬ 
erty  of  the  character  described  In  sub- 
paragraphs  (1),  (2),  (3),  and  (4)  of 
this  paragraph. 


RULES  AND  REGULATIONS 

§  221.559a  Eligibility  of  mortgages  cov¬ 
ering  housing  in  certain  neighbor¬ 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation,  or  construction  of  prop¬ 
erty  located  in  an  older  declining  urban 
area  shall  be  eligible  for  instirance  un¬ 
der  this  subpart  subject  to  compliance 
with  the  additional  requirements  of  this 
section. 

(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  (other  than  those  relating 
to  labor  standards  and  prevailing  wages) 
as  are  Judged  to  be  not  applicable  on  the 
basis  of  the  following  determinations  to 
be  made  by  the  Commissioner; 

(1)  That  the  conditions  of  the  area  in 
which  the  property  is  located  prevent  the 
application  of  certain  eligibility  require¬ 
ments  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  in  the  area  for  ade¬ 
quate  housing  for  families  of  low  and 
moderate  income. 

(3)  That  under  all  of  the  special  sur¬ 
rounding  circumstances,  the  mortgage  to 
be  Insured  is  an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  under  this  subpart  pursuant  to 
section  223(e)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  insured 
under  and  be  the  obligation  of  the  Spe¬ 
cial  Risk  Insurance  Fund. 

§  221.559b  Eligibility  for  insuranre 
undrr  section  221  (j)  of  mortgage 
financing  purcha.sc  of  existing  proj¬ 
ect  by  cooperative. 

(a)  A  mortgage  given  to  finance  the 
purchase  by  a  cooperative  mortgagor 
from  a  mortgagor  other  than  a  coopera¬ 
tive  or  a  private  nonprofit  corporation  or 
association  shall  be  eligible  for  Insurance 
under  this  subpart,  if  such  mortgage 
meets  the  requirements  of  this  subpart, 
except  as  modified  by  this  section. 

(b)  'The  project  being  purchased  by 
the  cooperative  shall  have  been  covered 
by  a  mortgage  insured  under  this  sub¬ 
section  bearing  interest  at  the  below 
market  rate  prescribed  In  §  221.518(b). 

(c)  The  Insurance  of  such  mortgage 
shall  be  governed  by  the  following: 

(1)  The  amount  of  the  mortgage  shall 
not  exceed  the  lesser  of  the  amounts  de¬ 
termined  by  applying  the  formulas  in 
subdivision  (i)  or  (il)  of  this  subpara¬ 
graph  as  follows; 

(i)  An  amount,  the  debt  service  of 
which  can  be  met  from  project  income 
remaining  after  payment  of  all  operating 
expenses,  taxes,  and  required  services, 
provided  the  project  Is  operated  on  a  non¬ 
profit  basis  and  the  rental  charges  in  ef¬ 
fect  at  the  time  of  purchase  are  not 
raised. 

(il)  The  project’s  actual  cost  at  the 
time  of  completion  (as  determined  by  the 
Commissioner)  or  the  project’s  fair  mar¬ 
ket  value  for  residential  purposes  as 
determined  by  the  Commissioner  on  the 
basis  of  operating  the  project  without 
the  benefit  of  a  below  market  interest 
rate  mortgage  or  rent  supplement  pay¬ 
ments  and  without  the  controls  by  the 
Commissioner  over  the  project  imposed 


24G03 

by  the  provisions  in  this  subpart,  which¬ 
ever  amount  is  the  greater. 

(2)  Subject  to  limitations  prescribed 
in  subparagraph  (1)  of  this  paragrap’n,  it 
is  intended  that  the  mortgage  will  pro¬ 
vide  an  amount  which  will  enable  the 
seller  of  the  project  to  realize  a  net 
amount  out  of  the  sales  proceeds  suffi¬ 
cient  to  recover  its  investment  and  to 
retire  the  outstanding  mortgage. 

(3)  The  term  of  the  mortgage  may  ex¬ 
ceed  the  remaining  term  of  the  origi¬ 
nal  mortgage  on  the  project,  but  in  no 
event  may  it  exceed  the  Commissioner’s 
estimate  of  the  remaining  economic  life 
of  the  project. 

(4)  The  mortgage  shall  bear  interest 
at  the  below  market  rate  prescribed  in 
§  221.518(b). 

§  221.560  Eligibility  of  refinanced  mort¬ 
gages. 

(a)  A  mortgage  given  to  refinance  an 
existing  mortgage  Insured  under  the  act 
may  be  insured  under  this  subpart  pur¬ 
suant  to  section  223(a)  (7)  of  the  act. 
The  new  mortgage  shall  be  limited  in 
amount  and  in  term  as  follows: 

( 1 )  The  principal  of  the  new  mortgage 
shall  not  exceed  the  lowest  of  these 
amoimts: 

(1)  The  original  principal  amount  of 
the  existing  insured  mortgage. 

(li)  The  unpaid  principal  amount  of 
the  existing  insured  mortgage,  to  which 
may  be  added — 

(a)  The  outstanding  indebtedness  in¬ 
curred  in  connection  with  capital  im¬ 
provements  made  to  the  property  which 
are  acceptable  to  the  Commissioner. 

(b)  The  costs,  as  determined  by  the 
Commissioner,  of  improvements,  upgrad¬ 
ing  or  additions  required  to  be  made  to 
the  property. 

(c)  Loan  closing  charges. 

(iii)  The  Commissioner’s  estimate  of 
the  value  of  the  property  after  comple¬ 
tion  of  the  repairs.  Improvements  or 
additions  to  the  property,  except  for 
general  or  limited  distribution  mort¬ 
gagors  when  the  amount  shall  not  exceed 
90  percent  of  the  Conunissioner’s  esti¬ 
mate  of  the  value  of  the  property  after 
completion  of  the  repairs,  improvements 
or  additions  to  the  property. 

(2)  The  term  of  the  new  mortgage 
shall  not  exceed  the  imexplred  term  of 
the  existing  mortgage,  except  that  it  may 
have  a  term  of  not  more  than  12  years  in 
excess  of  the  unexplred  term  of  the  ex¬ 
isting  mortgage  in  any  case  in  which 
the  Commissioner  determined  that  the 
insurance  of  the  mortgage  for  an  addi¬ 
tional  term  will  inure  to  the  benefit  of 
the  applicable  insurance  fund,  taking 
into  consideration  the  outstanding  in¬ 
surance  liability  under  the  existing  in¬ 
sured  mortgage. 

(b)  Notwithstanding  any  other  pro¬ 
vision  of  this  subpart,  a  mortgage  given 
by  a  mortgagor  other  than  a  general 
mortgagor  to  refinance  a  mortgage  cov¬ 
ering  an  existing  property  or  project 
located  in  an  lu-ban  renewal  area,  shall 
be  eligible  for  insurance  under  this  sub¬ 
part,  provided  the  Commissioner  finds 
that  such  insurance  will  facilitate  the 
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occupancy  of  dwelling  units  In  the  prop¬ 
erty  or  project  by  families  of  low  or 
moderate  Income  or  families  displaced 
from  an  urban  renewal  area  or  displaced 
as  a  result  of  governmental  action. 

(c)  The  provisions  of  SS  221.503 
through  221.508  relating  to  fees  and 
charges  shall  not  be  applicable  to  com¬ 
mitments  Issued  on  or  before  December 
31,  1962,  for  refinancing  an  existing  in¬ 
sured  mortgage  if : 

(1)  The  mortgage  meets  the  require¬ 
ments  of  paragraph  (a)  of  this  section 
and  bears  Interest  not  In  excess  of  tfie 
rates  provided  In  §’ 221.518(b) ;  or 

(2)  The  mortgage  meets  the  require¬ 
ments  of  paragraph  (b)  of  this  section 
and  bears  interest  not  In  excess  of  the 
rates  prescribed  in  §  221.518(b). 

§  221.561  Reineiuranre  of  Commissioner- 
held  mortgages. 

The  Commissioner  may  hjsure  under 
this  part,  without  regard  to  any  limita¬ 
tion  upon  eligibility  contained  In  this 
subpart,  any  mortgage  assigned  to  him 
in  connection  with  payment  under  a  con¬ 
tract  of  mortgage  insurance,  or  executed 
in  connection  with  a  sale  by  him  of  any 
property  acquired  under  any  section  or 
title  of  the  Act. 

Title 

§  221.562  Eligibility  of  title. 

In  order  for  the  mortgaged  property 
to  be  eligible  for  insurance,  the  Commis¬ 
sioner  must  determine  that  marketable 
title  thereto  Is  vested  in  the  mortgagor  as 
of  the  date  the  mortgage  Is  filed  for 
record.  The  title  evidence  will  be  ex¬ 
amined  by  the  Commissioner  and  the 
original  endorsement  of  the  credit  In¬ 
strument  for  Insurance  will  be  evidence 
of  its  acceptability. 

§221.563  Title  evidence. 

(a)  Upon  Insurance  of  the  mortgage, 
the  mortgagee  shall  furnish  to  the  Com¬ 
missioner  a  survey  of  the  mortgaged 
property,  satisfactory  to  him  and  a  pol¬ 
icy  of  title  insurance  covering  such  prop¬ 
erty,  as  provided  in  subparagraph  (1) 
of  this  paragraph.  If,  for  reasons  the 
Commissioner  deems  satisfactory,  title 
insurance  cannot  be  furnished,  the 
mortgagee  shall  furnish  such  evidence 
of  title  in  accordance  with  subparagraph 
(2),  (3),  or  (4)  of  this  paragraph,  as  the 
Commissioner  may  require.  Any  survey, 
policy  of  title  insurance,  or  evidence  of 
title  required  under  this  section  shall  be 
furnished  without  expense  to  the  Com¬ 
missioner.  The  types  of  title  evidence  are : 

(1)  A  policy  of  title  insurance  issued 
by  a  company  and  in  a  form  satisfactory 
to  the  Commissioner.  The  policy  shall 
name  as  tlie  insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment,  as  their  respective  Interests 
may  appear.  The  policy  shall  provide  that 
upon  acquisition  of  title  by  the  mortga¬ 
gee  or  the  Secretary,  It  will  become  an 
owner’s  policy  running  to  the  mortga¬ 
gee  or  the  Secretary,  as  the  case  may  be. 

(2)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  Individual  engaged 
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in  the  business  of  preparing  abstracts 
of  title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  in  the  ex¬ 
amination  of  titles. 

(3)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(4)  EMdence  of  title  conforming  to 
the  standards  of  a  supervising  branch  of 
the  Government  of  the  United  States  of 
America,  or  of  any  State  or  Territory 
thereof. 

(b)  The  survey  required  by  paragraph 
(a)  of  this  section  need  not  be  fumislied 
in  connection  with  a  project  involving 
rehabilitation  where  the  mortgage  does 
not  exceed  $200,000. 

Extension  of  Time 
§  221.564  Actioiu  by  Commissioner. 

Where  the  mortgagee  or  lender  has 
failed  to  take  action  wdthln  the  period 
of  time  required  in  order  to  prevent  the 
expiration  of  a  commitment  or  in  order 
to  reopen  an  expired  commitment,  the 
Commissioner  may  extend  such  period 
and  may  retroactively  reinstate  or  re¬ 
open  such  commitment. 

§  221.749  Effect  of  amendments. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
insurance  on  any  mortgage  or  loan  al¬ 
ready  insured  and  shall  not  adversely  af¬ 
fect  the  interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be  in¬ 
sured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 

Subparl  D — Contract  Rights  and  Ob¬ 
ligations — Moderate  Income 

Projects 

§  221.751  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
B,  Part  207  of  this  chapter,  covering 
mortgages  insured  under  section  207  of 
the  National  Housing  Act,  apply  wdth  full 
force  and  effect  to  multifamily  project 
mortgages  insured  under  section  221  of 
the  National  Housing  Act,  except  the 
following  provisions; 

207.252  First,  second  and  third  premium. 

207.253  Adjvisted  premium  and  termination 

charges. 

207.259  Insurance  benefits. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  207  of  this  chap¬ 
ter  to  section  207  of  the  act  shall  be 
construed  to  refer  to  section  221  of  the 
act,  and  all  references  to  Part  207  shall 
be  construed  to  refer  to  this  subpart. 

§  221.755  First,  seeuiul,  and  third  pre- 
niiiiiii. 

All  of  the  provisions  of  §  207.252  of  this 
chapter,  relating  to  mortgage  insurance 
premiums,  apply  to  mortgages  insured 
under  this  subpart  that  provide  for 
interest  at  the  market  rate  prescribed  in 
§  221.518(a)  but  such  provLslons  shall 
not  apply  to: 


(a)  Mortgages  that  provide  for  inter¬ 
est  during  the  construction  period  at  the 
market  rate  and  for  interest  subsequent 
to  final  endorsement  at  the  below  market 
rate  prescribed  in  §  221.518(b) ;  or 

(b)  Mortgages  encumbering  a  project 
in  which  all  units  are  covered  by 
an  annual  contributions  contract  issued 
pursuant  to  section  10(c)  of  the  Housing 
Act  of  1937, 

§  221.760  Adjusted  proiiiiiini  and  levnii- 
nntion  charges. 

All  of  the  provisions  of  §  207.253  of 
this  chapter,  relating  to  adjusted  pre¬ 
mium  and  termination  charges,  apply  to 
mortgages  insured  under  this  subpart 
that  provide  for  interest  at  the  market 
rate  prescribed  in  §  221.518(a),  but  such 
provisions  shall  not  apply  to: 

(a)  Mortgages  that  provide  for  inter¬ 
est  during  the  construction  period  at  the 
market  rate  and  for  interest  subsequent 
to  final  endorsement  at  the  below  market 
rate  prescribed  in  §  221.518(b) ;  or 

(b)  Mortgages  encumbering  a  project 
in  which  all  units  are  covered  by  an  an¬ 
nual  contributions  contract  Issued  pur¬ 
suant  to  section  10(c)  of  the  Housing 
Act  of  1937. 

§  221.761  Forheara nee  relief. 

(a)  In  a  case  where  the  mortgage  is  in 
default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  regular  mortgage  payments  for  a 
specified  period  of  time,  if  the  following 
requirements  are  met: 

(1)  The  mortgage  was  endorsed  for 
Insurance  on  or  after  July  7,  1961. 

(2)  The  Commissioner  determines 
that  the  default  was  due  to  circum¬ 
stances  beyond  the  mortgagor’s  control 
and  that  the  mortgage  probably  will  be 
restored  to  good  standing  within  a  rea¬ 
sonable  period  of  time  and  evidences 
such  determination  by  written  approval 
of  the  forbearance  agreement. 

(b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner  writ¬ 
ten  notice  of  its  intention  to  file  an 
insurance  claim,  shall  be  suspended  for 
the  period  of  time  specified  in  the  for¬ 
bearance  agreement  as  long  as  the  mort¬ 
gagor  complies  with  the  requirements  of 
such  agreement. 

(c)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agree¬ 
ment  or  to  cui'e  the  default  under  the 
mortgage  at  the  expiration  of  the  for¬ 
bearance  period,  and  such  failure  con¬ 
tinues  for  a  period  of  30  days,  the 
mortgage  shall  notify  the  Commis-sloner 
of  such  failure.  Within  45  days  there¬ 
of  the  forbearance  agreement  has  been 
approved  by  the  Commissioner,  the 
mortgagee  shall  notify  the  Commissioner 
of  its  election  to  file  an  Insurance  claim 
and  of  its  decision  to  either  assign  the 
mortgage  to  the  Commissioner  or  ac¬ 
quire  and  convey  title  to  the  properly 
to  the  Commissioner.  If  the  mortgage 
is  assigned  to  the  Commissioner,  the  spe¬ 
cial  insurance  benefits  prescribed  in 
§  221.763  shall  be  applicable. 
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§  221.762  Paymenl  of  insurance  bene¬ 
fits. 

All  of  the  provisions  of  8  207.259  of 
this  chapter  relating  to  Instirance  bene¬ 
fits  apply  to  multifamily  project  mort¬ 
gages  insured  under  this  subpart,  except 
as  provided  in  this  section: 

(a)  Method  of  payment.  All  of  the 
Insurance  benefits  provided  by  8  207.259 

(b)  or  (c)  of  this  chapter  shall  be  paid 
in  cash  unless  the  mortgagee  files  with 
the  application  a  written  request  for 
payment  in  debentures.  If  such  a  re¬ 
quest  is  made,  payment  will  be  made  In 
debentures  with  a  cash  payment  to  ad¬ 
just  any  difference  between  the  total 
amount  of  the  insurance  settlement  and 
the  amoimt  of  the  debentures  Issued. 

(b)  Below  market  interest  rate  mort¬ 
gages.  Where  the  mortgage  has  been 
finally  endorsed  and  the  special  below 
market  interest  rate  provided  in  §  221.- 
518(b)  is  applicable  as  of  the  date  of 
default,  the  1  percent  deduction  from 
Insurance  benefits  prescribed  in  §  207.- 
259(b)  (2)  (iv)  of  this  chapter  shall  not 
be  applicable. 

§  221.763  Special  iiiHuranrc  benefits — 
forbearance  relief  cases. 

(a)  In  the  case  of  a  mortgage  that 
provides  for  payment  of  interest  at  the 
market  rate  prescribed  in  8  221.518(a), 
if  the  mortgagor  fails  to  meet  the  re¬ 
quirements  of  a  forbearance  agreement 
or  to  cure  the  default  imder  the  mort¬ 
gage  at  the  expiration  of  the  forbearance 
agreement,  the  mortgagee  shall  be  en¬ 
titled  to  obtain  a  special  insurance  pay¬ 
ment  in  cash,  in  lieu  of  the  insurance 
benefits  otherwise  provided  under  this 
subpart.  To  receive  the  special  insurance 
payment,  the  mortgagee  shall  assign  the 
mortgage  to  the  Commissioner  in  com¬ 
pliance  with  the  requirements  of 
§  207.258(b)  of  this  chapter, 

(b)  The  special  insurance  benefit  to 
the  mortgagee  shall  be  a  cash  payment 
computed  in  accordance  with  §  207.259 
(b)  of  this  chapter,  except  that  in  lieu  of 
the  allowance  for  debenture  interest  in 
§  207.259(b)  (1)  (ill)  of  this  chapter,  the 
payment  shall  Include  the  amount  of  the 
unpaid  accrued  mortgage  interest  com¬ 
puted  to  the  date  the  assignment  of  the 
mortgage  to  the  Commissioner  is  filed 
for  record.  In  addition,  there  shall  be 
included  in  the  cash  payment  an  amount 
equivalent  to  the  debenture  interest 
which  would  have  been  earned  from  the 
date  the  mortgage  as.signment  was  filed 
for  record  to  the  date  the  payment  is 
made;  except  that  when  the  mortgagee 
falls  to  meet  any  of  the  applicable  re¬ 
quirements  of  §  207.258(b)  of  this  chap¬ 
ter  and  §  221.761(c)  within  the  specified 
times  and  in  a  manner  satisfactory  to 
the  Commissioner  (or  within  such 
further  time  as  the  Commissioner  may 
approve  in  writing),  such  debenture  in¬ 
terest  allowance  shall  be  computed  only 
to  the  date  on  which  the  particular 
required  action  should  have  been  taken. 

§  221.770  Assignment  option. 

The  mortgagee  has  the  option  to  as¬ 
sign,  transfer  and  deliver  to  the  Com¬ 
missioner  the  original  credit  instrument 
and  the  insured  mortgage  securing  the 
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same,  provided  such  mortgage  is  not  In 
default  at  the  expiration  of  20  years 
from  the  date  of  final  endorsement  of 
the  mortgage. 

§  221.775  Option  period. 

The  mortgagee  may  exercise  its  option 
to  assign  within  one  year  following  the 
twentieth  anniversary  of  tlie  date  the 
mortgage  was  finally  endorsed  for  in¬ 
surance. 

§  221.780  Issuance  of  debentures. 

Upon  the  exercise  of  the  assignment 
option  and  the  satisfactory  performance 
of  the  requirements  as  to  assignment  set 
out  in  8  207.258  of  this  chapter,  the  Com¬ 
missioner  shall  issue  to  the  assignor 
mortgagee  debentures  having  a  total  face 
value  equal  to  the  amount  of  the  original 
principal  obligation  of  the  mortgage 
which  was  unpaid  on  the  date  of  the  as¬ 
signment,  plus  accrued  interest  to  such 
date. 

§  221.785  Date  of  maturity  of  deben¬ 
tures. 

The  debentures  issues  pursuant  to  the 
exercise  of  an  assignment  option  shall 
be  dated  as  of  the  date  the  mortgage  is 
assigned  to  the  Commissioner  and  shall 
mature  10  years  after  such  date. 

§  221.790  Debenture  interest  rate. 

The  debentures  Issued  pursuant  to  the 
exercise  of  an  assignment  option  shall 
bear  Interest  at  the  “going  Federal  rate” 
at  date  of  Issuance.  The  “going  Federal 
rate”  means  the  annual  rate  of  interest 
specified  by  the  Secretary  of  the  Treas¬ 
ury  as  applicable  to  the  6-month  period 
which  includes  the  issuance  date  of  the 
debentures.  The  Secretary  of  the  Treas¬ 
ury  shall  determine  this  applicable  rate 
by  estimating  the  average  yield  to  ma¬ 
turity,  on  the  basis  of  daily  closing 
market  bid  quotations  or  prices  dur¬ 
ing  the  month  of  May  or  the  month  of 
November,  as  the  case  may  be,  next  pre¬ 
ceding  such  6-month  period,  on  all  out¬ 
standing  marketable  obligations  of  the 
United  States  having  a  maturity  date  of 
8  to  12  years  from  the  first  day  of  May 
or  November,  as  the  case  may  be.  If 
there  should  be  no  outstanding  market¬ 
able  obligations  of  the  United  States 
having  the  8  to  12  year  maturity  at  the 
time  the  Secretary  of  the  Treasury  is  re¬ 
quired  to  determine  the  debenture  rate 
Involved,  the  obligation  next  shorter  than 
8  years  and  the  obligation  next  longer 
than  12  years  resi>ectively  shall  be  used. 

PART  222— SERVICEMEN’S  MORT¬ 
GAGE  INSURANCE 

Subpart  A— Eligibility  Requiremenit 

Sec. 

222.1  In  corporation  by  reference. 

222.2  Definition  of  terms. 

222.3  Maximum  mortgage  amount;  dollar 

limitation. 

222.4  Maximum  mortgage  amount;  ratio 

of  loan-to-value  limitation. 

222.5  Mortgagor’s  minimum  Investment. 

222.6  Application  of  payments. 

222.7  Use  of  mortgage  proceeds. 

222.8  Eligible  mortgagors. 

222.9  Eligible  types  of  dwellings. 

222.10  Requirements  for  family  unit  In 

condominium. 

222.50  Transfer  of  Insurance. 
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Subpart  B — Contract  Right's  and  Obligations 
Sec. 

222.251  Incorporation  by  reference. 

222.252  Definition  of  terms. 

222.253  Annual  mortgage  Insurance  pre¬ 

miums  and  chargee. 

222.254  Prepayment  premiums. 

222.255  Pro-rata  refund  In  event  of  prepay¬ 

ment. 

222.260  Waived  title  objections. 

Special  Provisions  Applicable  Onlt  to 
Mortgagi:s  Involving  CoNnoMiNiuic  Units 

222.265  Changes  In  the  plan  of  apartment 
ownership. 

222.270  Condition  of  the  multlfamlly  struc¬ 
ture. 

222.275  Assessment  of  taxes. 

222.280  Certificate  of  tax  assessment. 

222.285  Certificate  or  statement  of  condi¬ 
tion. 

222.290  Cancellation  of  hazard  insurance. 

•Authoritt  :  The  provisions  of  this  Part  223 
Issued  under  sec.  211,  52  Stat.  23,  as  amended 
sec.  222.  68  Stat.  603,  as  amended;  13  UA.C. 
1715b,  1715m. 

Subpart  A — Eligibility  Requirements 
§  222.1  Inrurporution  by  reference. 

(a)  All  of  the  provisions  of  Subpart  A, 
Part  203  of  this  chapter  concerning  eli¬ 
gibility  requirements  of  mortgages  cov¬ 
ering  one-  to  four-family  dwellings  un¬ 
der  section  203  of  the  National  Housing 
Act  apply  with  full  force  and  effect  to 
mortgages  insured  under  section  222  of 
the  National  Housing  Act  except  the  fol¬ 
lowing  provl.sions: 

Sec. 

203.18  Maxlmxun  mortgage  amounts. 

203.24  Application  of  payments. 

203.31  Owner-occupancy  In  military  serv¬ 
ice 

203  38  Location  of  dwelling. 

203.60  et  seq.  Insured  home  Improvement 
loans. 

(b)  For  the  purposes  of  this  subpart 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  National  Housing 
Act  shall  be  deemed  to  refer  to  section 
222  of  the  National  Hou.sing  Act. 

§  222.2  Definition  of  terms. 

As  used  in  this  subpart  the  terms — 

(a)  “Secretary”  shall  mean  the  Sec¬ 
retary  of  Defense  or,  in  the  case  of  the 
U.S.  Coast  Guard,  the  Secretary  of 
Transportation  and  any  officer  or  em¬ 
ployee  designated  by  either  of  such  Sec¬ 
retaries  to  issue  certificates  of  eligibility 
and  certificates  of  termination. 

(b)  "Certificate  of  eligibility”  means 
the  official  certificate  Issued  by  the  Sec¬ 
retary  to  the  Federal  Housing  Commis¬ 
sioner  which  establLshed  that  the  person 
designated  on  the  certificate  as  the  serv¬ 
iceman  has  met  the  eligibility  require¬ 
ments  set  forth  in  section  222  of  the 
National  Housing  Act  as  amended. 

(c)  "Serviceman”  means  a  person  to 
whom  the  Secretary  has  issued  a  cer¬ 
tificate  of  eligibility. 

(d)  "Period  of  ownership  by  service¬ 
man”  means  that  period  of  time  during 
which  a  military  service  is  required  to 
pay  mortgage  insurance  premiums  to  the 
Federal  Housing  Commissioner,  com¬ 
mencing  with  the  date  the  Commissioner 
endorses  a  mortgage  for  Insurance  and 
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terminating  when  the  Secretary  fur¬ 
nishes  the  Commissioner  with  a  certifi¬ 
cate  indicating  that  the  military  service 
will  no  longer  be  liable  for  payment  of 
Insurance  premiums  to  the  Commis¬ 
sioner. 

§  222.3  Maximum  mortgage  amount; 
dollar  limitation. 

The  mortgage  shall  involve  a  principal 
obligation  in  an  amount  not  in  excess  of 
$33,000,  except  that  a  mortgage  meeting 
the  requirements  of  §  203.18(d).  221.10, 
or  221.11  of  this  chapter  shall  not  exceed 
the  dollar  limitation  provided  in  the  ap¬ 
plicable  section. 

§  222.4  Maximum  mortgage  amount; 
ratio  of  loan-to-value  limitation. 

The  mortgage  shall  not  exceed  the 
lesser  of  the  following: 

(a)  97  percent  of  $15,000  of  the  ap¬ 
praised  value  of  the  property,  as  of  the 
date  the  mortgage  is  accepted  for  insur¬ 
ance,  and  90  percent  of  such  value  in 
excess  of  $15,000  but  not  in  excess  of 
$25,000,  and  85  percent  of  such  value  in 
excess  of  $25,000,  if: 

(1)  The  dwelling  was  approved  for  in¬ 
surance  by  the  Commissioner  prior  to 
the  beginning  of  construction:  or 

(2)  Construction  was  completed  more 
than  one  year  preceding  the  date  of  the 
application  for  insurance;  or 

(3)  The  dwelling  was  approved  for 
guaranty.  Insurance,  or  direct  loan  by 
the  Administrator  of  Veterans’  Affairs 
prior  to  the  beginning  of  construction. 

(b)  90  percent  of  $25,000  of  the  ap¬ 
praised  value  of  the  property,  as  of  the 
date  the  mortgage  is  accepted  for  insur¬ 
ance,  and  85  percent  of  such  value  in 
excess  of  $25,000  if  the  dwelling  does  not 
meet  the  requirements  of  paragraph  (a) 
of  this  section. 

(c)  An  application  for  mortgage  In¬ 
surance  filed  prior  to  November  1,  1965 
need  not  meet  the  conditions  set  forth 
in  subparagraphs  (1),  (2),  and  (3)  of 
paragraph  (a). 

§  222.5  Mortgagor's  minimum  invest¬ 
ment. 

At  the  time  the  mortgage  is  insured 
the  mortgagor  shall  have  paid  on  ac¬ 
count  of  the  property  at  least  3  percent 
of  the  Commissioner’s  estimate  of  the 
cost  of  acquisition  or  such  larger  amount 
as  the  Commissioner  may  determine  in 
cash  or  its  equivalent. 

§  222.6  Application  of  payments. 

(a)  Notwithstanding  the  provisions  of 
§  203.24  of  this  chapter  and  until  such 
time  as  the  mortgagee  has  been  notified 
by  the  Conunlssioner  that  the  period  of 
ownerships  by  serviceman  has  been 
terminated  the  monthly  payments  to  be 
made  by  the  mortgagor  shall  be  applied 
to  the  following  items  in  the  order  set 
forth: 

(1)  Ground  rents,  taxes,  special  as¬ 
sessments.  and  fire  and  other  hazard 
insurance  premiums; 

(2)  Service  charge,  if  any; 

(3)  Interest  on  the  mortgage;  and 

(4)  Amortization  of  the  principal  of 
the  mortgage. 
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(b)  After  receipt  of  notification  from 
the  Commissioner  that  the  period  of 
owmership  by  serviceman  has  been  ter¬ 
minated  the  mortgagee  shall  apply  all 
monthly  payments  received  from  the 
mortgagor  in  the  order  set  forth  in 
S  203.24  of  this  chapter. 

§  222.7  Use  of  mortgage  proceeds. 

The  proceeds  of  mortgages  shall  be 
used  for  the  purpose  of  financing  the 
construction  or  purchase  of  an  eligible 
dwelling  by  a  serviceman. 

§  222.8  Eligible  mortgagors. 

A  mortgagor  must  meet  the  require¬ 
ments  of  §§  203.32  to  203.36  of  this  chap¬ 
ter  and  in  addition  must  hold  a  certifi¬ 
cate  of  eligibility  Issued  by  the  Secretary 
indicating  that  the  mortgagor  meets  the 
eligibility  requirements  set  forth  in  sec¬ 
tion  222  of  the  National  Housing  Act  as 
amended. 

§  222.9  Eligible  types  of  dwellings. 

The  mortgage  shall  involve  one  of  the 
following  types  of  dwellings: 

(a)  A  single  family  dwelling. 

(b)  A  one-family  unit  in  a  condomin¬ 
ium  project,  together  with  an  individual 
interest  in  the  common  areas  and  facili¬ 
ties  serving  the  project. 

§  222.10  Requirements  for  family  unit 
in  condominium. 

Where  the  dwelling  involved  is  a  one- 
family  unit  in  a  condominium  project, 
the  following  additional  requirements 
shall  be  met: 

(a)  Plan  of  apartment  ownership.  The 
project  in  which  the  family  unit  is  lo¬ 
cate  shall  have  been  committed  to  a 
plan  of  apartment  owmership  by  en¬ 
abling  deed,  deed  of  constitution,  public 
deed,  or  other  recorded  instrument  which 
has  ^en  approved  by  the  Commissioner 
and  which  is  certified  by  the  mortgagee 
as  acceptable  and  binding  within  the' 
jurisdication  where  the  project  is  located. 

(b)  Certificate  by  mortgagee.  The 
mortgagee  shall  certify  as  to  each  of  the 
following: 

(1)  That  the  individual  deed  for  the 
family  unit  to  be  covered  by  an  FHA- 
insured  mortgage  complies  with  all  legal 
requirements  of  the  jurisdiction  and  that 
ownership  thereunder  is  subject  to  the 
plan  of  apartment  ownership. 

(2)  That  the  mortgagor  has  good  and 
marketable  title  to  the  family  unit  sub¬ 
ject  only  to  the  mortgage  which  is  a 
valid  first  lien  on  the  property. 

(3)  That  the  family  unit  is  assessed 
and  subject  to  assessment  for  taxes  per¬ 
taining  to  the  imit. 

(c)  FHA  controls  for  consumer  and 
public  interest.  The  Commissioner  may 
require  the  execution  of  a  regulatory 
agreement  which  shall  be  made  appli¬ 
cable  to  any  association  of  owners  and 
to  any  subsequent  owner  of  a  family  unit. 
The  Commissioner  may  impose  such  ad¬ 
ditional  conditions  and  provisions  as  he 
deems  necessary  for  the  protection  of 
the  consumer  and  public  interest. 

(d)  Mortgage  covenant  concerning 
common  expenses  and  assessments.  The 
mortgage  shall  contain  a  covenant  by 
the  mortgagor  to  pay  the  allocated  share 


of  the  common  expenses  or  assessments 
and  charges  by  the  Association  of  Own¬ 
ers  as  provided  in  the  Plan  of  Apartment 
Ownership  and  a  provision  approved  by 
the  Commissioner  by  which  the  regula¬ 
tory  agreement  is  incorporated  in  and 
made  a  part  of  the  mortgage. 

(e)  Definition  of  term  “assessment". 
As  used  in  the  mortgage,  the  term  “as¬ 
sessment”,  except  where  it  refers  to 
assessments  and  charges  by  the  Associ¬ 
ation  of  Owners,  shall  mean  special  as¬ 
sessments  by  State  or  local  governmental 
agencies,  districts  or  other  public  taxing 
or  assessing  bodies. 

§  222..50  Transferor  insuranee. 

The  insurance  of  a  mortgage  pursuant 
to  §§  203.1  et  seq.  (Part  203,  Subpart  A) ; 
§§  213.501  et  seq.  (Part  213,  Subpart  C) ; 
§§  220.1  et  seq.  (Part  220,  Subpart  A); 

§§  221.1  et  seq.  (Part  221,  Subpart  A) ; 

§§  234.1  et  seq.  (Part  234,  Subpart  A); 

§§  235.1  et  seq.  (Part  235,  Subpart  A); 

§§  237.1  et  seq.  (Part  237,  Subpart  A); 

§§  809.1  et  seq.  (Part  809,  Subpart  A) ; 

or  §§  810.1  et  seq.  (Part  810,  Subpart  C), 
all  of  this  chapter,  covering  a  single¬ 
family  dwelling  or  a  family  unit  in  a  con¬ 
dominium  project  may,  with  the  ap¬ 
proval  of  the  Commissioner  and  upon 
the  request  by  the  mortgagee,  be  trans¬ 
ferred  for  insurance  under  this  subpart, 
if  the  mortgage  indebtedness  has  been 
assumed  by  a  serviceman  who  holds  a 
certificate  of  eligibility  issued  by  the 
Secretary  and  who  becomes  the  owner  of 
the  property  and  either  occupies  the 
property  or  certifies  that  his  failure  to  do 
so  Is  the  result  of  his  military  assign¬ 
ment,  or,  in  the  case  of  the  Coast  Guard, 
other  assignment. 

Subpart  B — Contract  Rights  and 
Obligations 

§  222.251  Incorporation  by  reference. 

(a)  ’The  provisions  of  Subpart  B,  Part 
203  of  this  chapter  covering  mortgages 
Insured  under  section  203  of  the  Na¬ 
tional  Housing  Act  which  refer  to  the 
mortgagee  shall  be  construed  to  refer 
t(Sthe  mortgagee  or  the  service  branch, 
as  the  case  may  be,  in  connection  with 
mortgages  Insured  under  section  222  of 
the  National  Housing  Act.  In  addition, 
all  of  the  provisions  Subpart  B,  Part  203 
of  this  chapter,  covering  mortgages  in¬ 
sured  under  section  203  of  the  National 
Housing  Act  apply  to  mortgages  insured 
under  section  222  of  the  National  Hous¬ 
ing  Act  except  the  following  provisions: 
Sec. 

203.389  Waived  title  objections. 

203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  Income  or  loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.440  et  seq.  Insured  home  Improvement 
loans. 

(b)  For  the  purposes  of  this  subpart, 
all  references  In  Part  203  of  this  chapter 
to  section  203  of  the  National  Housing 
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Act  shall  be  deemed  to  refer  to  section 
222  of  the  National  Housing  Act,  and  all 
references  to  the  Mutual  Mortgage  In¬ 
surance  Fund  or  the  Fund  shall  be  con¬ 
strued  to  refer  to  the  General  Insurance 
Fvind. 

§  222.252  Definition  of  terms. 

The  definitions  set  forth  In  §5  203.251 
and  222.2  of  this  chapter  shall  apply 
with  full  force  and  effect  to  this  subpart 
and  In  addition  the  terms — 

(a)  “Service  branch”  means  the  mili¬ 
tary  service  of  which  a  mortgagor  Is  a 
member  at  the  time  of  the  issuance  of  a 
Mortgage  Insurance  Certificate  or  the 
endorsement  of  the  credit  Instrument  by 
the  Commissioner  pursuant  to  section 
222  of  the  National  Housing  Act. 

(b)  “Certificate  of  termination”  means 
the  ofiQcial  notice  issued  by  the  Secretary 
to  the  Federal  Housing  Commissioner 
advising  the  Commissioner  that  the 
period  of  ownership  by  a  serviceman  has 
been  terminated  and  the  service  branch 
will  no  longer  be  responsible  for  pay¬ 
ment  of  mortgage  insurance  premiums. 

§  222.253  Annual  mortgage  insurance 
premiums  and  charges. 

The  service  branch  shall  during  tlie 
period  of  ownership  by  a  serviceman 
have  the  responsibility  for  pa3nnent  of 
all  mortgage  Insurance  premiums  and 
charges.  The  mortgagee  shall  be  re- 
sp>onslble  for  payment  of  all  such  pre¬ 
miums  or  charges  after  It  has  been  noti¬ 
fied  by  the  Commissioner  that  the  period 
of  ownerslilp  by  the  serviceman  has  been 
terminated. 

§  222.254  Prepayment  premiums. 

(a)  The  service  branch  shall  have  the 
responsibility  for  pa3micnt  of  all  ad¬ 
justed  premium  charges  which  are  due 
and  payable  to  the  Commissioner  upon 
the  prepayment  of  an  Insured  mortgage 
during  the  period  of  ownership  by  the 
serviceman.  The  mortgagee  shall  be  re¬ 
sponsible  for  payment  of  any  such  ad¬ 
justed  premium  charge  upon  prepayment 
of  an  Insured  mortgage  after  the  mort¬ 
gagee  has  been  notified  by  the  Commis¬ 
sioner  that  the  period  of  ownership  by 
the  serviceman  has  been  terminated. 

(b)  In  the  event  that  the  principal 
obligation  of  any  mortgage  accepted  for 
Insurance  Is  paid  In  full  prior  to  matu¬ 
rity,  the  mortgagee  shall  within  30  days 
thereafter  notify  the  Commissioner  of 
the  date  of  prepayment  and  shall  pay 
to  the  Commissioner  an  adjusted  pre¬ 
mium  charge  of  1  percent  of  the  original 
principal  amount  of  the  prepaid  mort¬ 
gage:  Provided.  That  when  such  pay¬ 
ment  in  full  prior  to  maturity  occurs 
during  the  period  of  ownership  by  the 
serviceman  the  adjusted  premium  charge 
shall  be  paid  to  the  Commissioner  by 
the  service  branch. 

(c)  In  no  event  shall  the  adjusted  pre¬ 
mium  exceed  the  aggregate  amoimt  of 
premiums  which  would  have  been  pay¬ 
able  If  the  mortgage  had  continued  to 
be  insured  until  maturity. 

(d)  No  adjusted  premium  shall  be  due 
or  payable  In  the  following  cases: 
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d")  Where  at  the  time  of  such  prepay¬ 
ment  there  Is  placed  on  the  mortgaged 
property  a  new  Insured  mortgage; 

(2)  When  the  final  maturity  specified 
In  the  mortgage  Is  accelerated  solely  by 
reason  of  partial  prepayments  made  by 
the  mortgagor  which  do  not  exceed  In 
any  one  calendar  year  15  percent  of  the 
original  face  amount  of  the  mortgage, 
plus  any  Increased  amoimt  resulting 
from  open-end  advances  made  pursuant 
to  §  203.44  of  this  chapter. 

(3)  Where  the  final  maturity  specified 
In  the  mortgage  Is  accelerated  solely 
by  reason  of  payments  to  principal  to 
compensate  for — 

(I)  Damage  to  the  mortgaged  prop¬ 
erty: 

(II)  The  conveyance  of  the  mortgaged 
property  pursuant  to  condemnation  pro¬ 
ceedings  or  In  lieu  of  condemnation  pro¬ 
ceedings;  or 

(ill)  A  release  of  a  part  of  such  prop¬ 
erty  If  approved  by  the  Commissioner: 

(4)  Where  pa3mient  In  full  is  made 
pursuant  to  a  court  order  or  of  a  delin¬ 
quent  mortgage  on  which  foreclosure 
proceedings  have  been  commenced,  or 
for  the  purpose  of  avoiding  foreclosure, 
if  the  transaction  Is  approved  by  the 
Commissioner. 

§  222.255  Pro-rala  refund  in  the  event 
of  prepayment. 

Upon  such  prepayment  the  contract  of 
insurance  shall  terminate  and  the  Com¬ 
missioner  will  refund  to  the  service 
branch  or  to  the  mortgagee,  as  the  case 
may  be,  for  the  account  of  the  mortgagor 
an  amount  equal  to  the  pro-rata  portion 
of  the  current  annual  mortgage  Insur¬ 
ance  premium  and  insurance  charge  In 
the  case  of  open-end  advances  thereto¬ 
fore  paid  which  Is  applicable  to  the  por¬ 
tion  of  the  year  subsequent  to  such  pay¬ 
ment,  computed  from  the  first  day  of  the 
month  following  the  month  In  which  such 
prepayment  occurs:  Provided,  That  no 
such  refimd  will  be  made  in  any  case 
where  the  prepayment  occurs  in  the 
twelfth  month  of  the  premium  year. 

§  222.260  Waived  title  objertions. 

(a)  General  provisions.  All  of  the  pro¬ 
visions  of  S  203.389  of  this  chapter  (re¬ 
lating  to  the  waiver  by  the  Commissioner 
of  objections  to  title)  shall  apply  to 
mortgages  insured  under  this  subpart, 
with  the  exception  of  mortgages  in¬ 
volving  condominium  imits. 

(b)  Provisions  applicable  to  con¬ 
dominium  units.  Where  the  mortgage 
Involves  a  condominium  unit,  the  Com¬ 
missioner  shall  not  object  to  title  by  rea¬ 
son  of  the  following  matters: 

( 1 )  Violations  of  a  restriction  based  on 
race,  color  or  creed,  even  where  such 
restriction  provides  for  a  penalty  of 
reversion  or  forfeiture  of  title  or  a  lien 
for  liquidated  damage. 

(2)  Easements  for  public  utilities 
along  one  or  more  of  the  property  lines, 
provided  the  exercise  of  the  rights  there¬ 
under  do  not  Interfere  with  any  of  the 
biiUdings  or  Improvements  located  on 
the  subject  proprtty. 
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(3)  Encroachments  on  the  subject 
property  by  Improvements  on  adjoin¬ 
ing  property,  provided  such  encroach¬ 
ments  do  not  interfere  with  the  use  of 
any  improvements  on  the  subject 
property. 

(4)  Variations  between  the  length  of 
the  subject  property  lines  as  shown  on 
the  application  for  insurance  and  as 
shown  by  the  record  or  possession  lines, 
provided  such  variations  do  not  interfere 
with  the  use  of  any  of  the  Improve¬ 
ments  on  the  subject  property. 

(5)  Customary  buildings  or  use  re¬ 
strictions  for  breach  of  which  there  is 
no  reversion  and  which  have  not  been 
violated  to  a  material  extent. 

Special  Provisions  Applicable  Only  to 

Mortgages  Involving  Condominium 

Units 

§  222.26.5  riinnc*'^  in  tlie  plan  of  apart* 
niont  oHnership. 

Tlie  mortgagee  shall  notify  the  Com¬ 
missioner  of  any  changes  In  the  plan  of 
apartment  ownership  and  In  the  admin¬ 
istration  of  the  property.  Such  notifica¬ 
tion  shall  be  given  either  at  the  time  of 
the  conveyance  of  the  property  or  at  the 
time  of  the  assignment  of  the  mortgage. 
Any  changes  in  such  plan  shall  require 
approval  by  the  Commissioner. 

§  222.270  Condition  of  the  nniltifainily 
structure. 

(a)  When  a  family  unit  Is  conveyed 
or  a  mortgage  is  assigned  to  the  Com¬ 
missioner,  the  family  unit  and  the  com¬ 
mon  areas  and  facilities  (including  re¬ 
stricted  common  areas  and  facilities)  de¬ 
signated  for  the  particular  unit  shall  be 
undamaged  by  fire,  earthquake,  tornado, 
or  boiler  explosion,  except  If  the  property 
has  been  damaged,  either  of  the  follow¬ 
ing  actions  shall  be  taken: 

(1)  The  property  may  be  repaired 
prior  to  its  conveyance  or  prior  to  the 
assignment  of  the  mortgage  to  tlie 
Commissioner. 

(2)  With  tlie  prior  approval  of  tlie 
Commissioner,  the  property  may  be  con¬ 
veyed  or  the  mortgage  assigned  to  the 
Commissioner  without  repairing  the 
damage.  In  such  Instances,  the  Commis¬ 
sioner  shall  deduct  from  the  Insurance 
benefits  either  his  estimate  of  the  de¬ 
crease  in  value  of  the  family  unit  or  the 
amount  of  any  insurance  recovery  re¬ 
ceived  by  the  mortgagee,  whichever  is 
is  the  greater, 

(b)  If  the  property  has  been  dam¬ 
aged  by  fire  and  such  property  was  not 
covered  by  fire  insurance  at  the  time 
of  the  damage,  the  mortgagee  may  con¬ 
vey  the  property  or  assign  the  mortgage 
to  the  Commissioner  without  deduction 
from  the  Insurance  benefits  for  any  loss 
occasioned  by  such  fire  If  the  following 
conditions  are  met: 

(1)  The  property  shall  have  been  cov¬ 
ered  by  fire  insurance  at  the  time  the 
mortgage  was  insured. 

(2)  The  fire  Insurance  shall  have 
been  later  canceled  or  renewal  shall  have 
been  refused  by  the  Insuring  company. 
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(3)  The  mortgagee  shall  have  noti¬ 
fied  the  Commissioner  within  30  days 
(or  within  such  further  time  as  the 
Commissioner  may  approve)  of  the  can¬ 
cellation  of  the  fire  insurance  or  of  the 
refusal  of  the  insuring  company  to  renew 
the  fire  insurance.  This  notification  shall 
have  been  accompanied  by  a  certifica¬ 
tion  of  the  mortgagee  that  diligent  ef¬ 
forts  were  made,  but  it  was  unable  to 
obtain  fire  insurance  coverage  at  reason¬ 
ably  competitive  rates  and  that  it  will 
continue  its  efforts  to  obtain  adequate 
fire  insurance  coverage  at  competitive 
rates. 

§  222.275  Assessment  of  taxes. 

When  a  family  unit  is  conveyed  to  the 
Commissioner  or  a  mortgage  is  assigned 
to  the  Commissioner,  the  unit  shall  be 
assessed  and  subject  to  assessment  for 
taxes  pertaining  only  to  that  unit. 

§  222.280  Certificate  of  tax  assessment. 

The  mortgagee  shall  certify,  as  of  the 
date  of  filing  for  record  of  the  deed  or 
assignment  of  the  mortgage  to  the  Com¬ 
missioner,  that  the  family  unit  is  assessed 
and  subject  to  assessment  for  taxes  per¬ 
taining  to  that  unit. 

§  222.285  Certificate  or  statement  of 
condition. 

(a)  At  the  time  of  the  assignment  of 
the  mortgage  or  conveyance  of  the  prop¬ 
erty  to  the  Commissioner,  the  mortga¬ 
gee  shall,  as  of  the  date  of  the  filing  for 
record  of  the  deed  or  assignments, 
either: 

(1)  Certify  that  the  conditions  of 
§  222.270(a)  have  been  met;  or 

(2)  Submit  a  statement  describing 
any  such  damage  that  may  still  exist. 

(b)  In  the  absence  of  evidence  to  the 
contrary,  the  mortgagee’s  certificate  or 
its  statement  as  to  damage  shall  be  ac¬ 
cepted  by  the  Commissioner  as  establish¬ 
ing  the  condition  of  the  family  imit  and 
the  <x)mmon  areas  and  facilities  includ¬ 
ing  restricted  common  areas  and  facil¬ 
ities  designated  for  the  particular  unit. 

§  222.290  Cancellation  of  hazard  insur¬ 
ance. 

The  provisions  of  §  203.382  of  this 
chapter  are  in(X)rporated  by  reference 
and  shall  apply  to  hazard  insurance  poli¬ 
cies  carried  solely  for  the  family  unit. 

PART  224 — ARMED  SERVICES  HOUS¬ 
ING-MILITARY  PERSONNEL  [SEC. 
8031 

Subpart  A — [Reserved] 

Subpart  B— Contract  Rights  and  Obligations 

Bee. 

224.251  Incorporation  by  reference. 

224.255  Mortgage  Insurance  premiums. 
224.260  Adjusted  premium  and  termination 
charges. 

224.265  Insurance  benefits. 

224.275  Applicability  to  outstanding  mort¬ 
gages  and  commitments. 

Authority;  The  provisions  of  this  Part  224 
Issued  under  secs.  803,  807,  69  Stat.  647,  as 
amended.  651;  12  U.S.0. 1748b,  1748f. 


Subpart  A — [Reserved! 

Subpart  B — Contract  Rights  and 
Obligations 

§  224.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
B,  Part  207  of  this  chapter  covering 
mortgages  Insured  under  section  207  of 
the  National  Housing  Act  apply  to  armed 
services  housing  mortgages  for  military 
personnel  insured  under  section  803  of 
the  National  Housing  Act  except  the  fol¬ 
lowing  provisions; 

Sec. 

207.252  First,  second  and  third  premliuns. 

207.253  Adjusted  premium  and  termination 

charges. 

207.259  Insurance  benefits. 

207.264  Effective  date. 

(b)  For  the  purposes  of  this  part  all 
references  in  Subpart  B,  Part  207  of  this 
chapter  to  section  207  of  the  act  shall  be 
construed  to  refer  to  section  803  of  the 
act. 

§  224.2.55  Mortgage  insurance  pre¬ 
miums. 

(a)  The  mortgagee,  upon  the  Initial 
endorsement  of  the  mortgage  for  insur¬ 
ance,  shall  agree  to  pay  to  the  Com¬ 
missioner  a  first  insurance  premium  of 
$1  per  project  for  the  construction 
period. 

(b)  On  the  date  of  the  first  principal 
payment  on  account  of  the  mortgage, 
the  mortgagee  shall  pay  the  first  insur¬ 
ance  premium  and  a  second  premium 
equal  to  ^  of  1  percent  of  the  average 
outstanding  principal  obligation  for  the 
following  year. 

(c)  (1)  Until  the  mortgage  is  paid  in 
full,  or  until  receipt  by  the  Commissioner 
of  an  application  for  insurance  benefits, 
or  until  the  contract  of  insurance  is 
otherwise  terminated  with  the  (xinsent 
of  the  Commissioner,  the  mortgagee,  on 
each  anniversary  date  of  the  first  prin¬ 
cipal  payment,  shall  pay  an  annual 
mortgage  insurance  premium. 

(2)  With  respect  to  mortgage  insur¬ 
ance  premiums: 

(i)  Due  prior  to  August  1,  1965,  the 
amount  of  the  annual  premium  payment 
shall  be  equal  to  ^4  of  1  percent  per 
annum  of  the  amount  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  following  year,  without 
taking  into  account  delinquent  pay¬ 
ments  or  prepayments. 

(il)  Due  on  or  after  August  1,  1965, 
the  amount  of  the  annual  premium  pay¬ 
ment  shall  be  equal  to  of  1  percent 
per  annum  of  the  amount  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  following  year,  with¬ 
out  taking  into  account  delinquent  pay¬ 
ments  or  prepayments. 

(d)  The  premiums  payable  on  and 
after  the  date  of  the  first  principal  pay¬ 
ment  shall  be  calculated  in  accordance 
with  the  amortization  provisions  without 
taking  into  account  delinquent  pasmients 
or  prepayments. 


(e)  Premiums  shall  be  payable  in  cash 
or  in  debentures  at  par  plus  accrued  in¬ 
terest.  All  premiums,  except  the  first 
premium,  are  payable  in  advance  and 
no  refund  will  be  made  of  any  portion 
thereof  except  that  at  the  time  of  pre¬ 
payment,  the  Commissioner  shall  refund 
to  the  mortgagee  for  the  accoimt  of  the 
mortgagor  an  amount  equal  to  the  pro 
rata  portion  of  the  current  annual  mort¬ 
gage  insurance  premium  theretofore 
paid,  which  is  applicable  to  the  portion 
of  the  year  subsequent  to  such  prepay¬ 
ment. 

(f)  Upon  agreement  between  the 
mortgagor  and  mortgagee,  approved  by 
the  Commissioner,  premiums  due  imder 
this  section  may  be  paid  directly  by  the 
mortgagor  to  the  Commissioner.  Upon 
such  agreement,  the  obligation  of  the 
mortgagor  to  make  payments  to  the 
mortgagee  for  mortgage  Insurance  pre¬ 
miums  and  the  obligation  of  the  mort¬ 
gagee  to  pay  such  premiums  to  the 
Commissioner  shall  cease  so  long  as  the 
agreement  remains  in  effect  and  shall 
be  reinstated  upon  its  rev(x;ation. 

(g)  A  mortgage  may  be  finally  en¬ 
dorsed  for  insurance  after  it  has  been 
assigned  to  the  Commissioner  for  the 
purpose  of  making  effective  the  military 
guarantee  of  payment  and  effecting  an 
orderly  closing  of  the  transaction.  In 
such  event,  the  mortgage  insurance  pre¬ 
mium  of  $1  per  project,  provided  in 
paragraph  (a)  of  this  section,  shall  cover 
both  the  construction  period  and  the 
period  of  time  the  mortgage  is  held  by 
the  Commissioner,  and  the  references  in 
paragraphs  (b),  (c),  and  (d)  of  this 
section  to  the  date  of  first  principal  pay¬ 
ment  shall  be  construed  to  mean  the 
first  day  of  the  month  following  the 
date  of  the  transfer  of  the  mortgage  from 
the  Commissioner  to  another  mortgagee. 

§  224.260  Adjustoil  proniiuin  and  teriiii- 
nntion  charges. 

If  the  mortgage  is  prepaid  prior  to 
maturity  or  the  insurance  contract  is  vol¬ 
untarily  terminated,  no  adjusted  premi¬ 
um  or  termination  charges  shall  be  due 
or  payable. 

§  221.265  Insurance  beiienis. 

All  of  the  provisions  of  S  207.259  of 
this  chapter  relating  to  the  payment  of 
insurance  benefits  apply  to  mortgages  in¬ 
sured  under  this  part,  except  in  cases 
Involving  assignment  of  the  mortgage 
to  the  Commissioner,  the  1  percent  de¬ 
duction  specified  in  S  207.259(b)  (2)  (Iv) 
of  this  chapter  shall  not  be  applied  in 
computing  such  benefits. 

§  22 1.275  Applirnhilily  to  oiili-tuiiding 
mortgages  and  commitments. 

The  provisions  of  this  subpart  shall 
be  effective  as  to  all  mortgages  with  re¬ 
spect  to  which  a  commitment  to  insure 
Is  issued  on  or  after  August  15, 1955. 
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PART  225— MILITARY  HOUSING 
INSURANCE  [SEC.  8031 

Subpart  A— Ellgibilily  Raquiramant* 
[Rasarvedl 

Subparl  B— Contract  Rights  and  Obligations 
Sec. 

225.251  Incorporation  by  reference. 

225.255  Mortgage  insurance  premiums. 
225.260  Adjusted  premium  and  termlnsk- 

tlon  charges. 

225.265  Insurance  benefits. 

Subpart  A — Eligibility  Requirements 
[Reserved! 

Subpart  B — Contract  Rights  and 
Obligations 

Authokitt:  The  provisions  of  this  Sub¬ 
part  B  Issued  under  sec.  803,  69  Stat.  047, 
sec.  807,  69  Stat.  651;  12  UJ3.0.  1748b,  1748f. 

§  22.>.231  Ineurporaliun  hy  rofcroiire. 

(a)  All  of  the  provisions  of  Subpart 
B  of  Part  207  of  this  chapter,  covering 
mortgages  insured  under  section  207  of 
the  National  Housing  Act,  apply  to 
mortgages  insured  pursuant  to  section 
803  of  the  National  Housing  Act  as  in 
effect  prior  to  August  11, 1955,  except  the 
following  provisions; 

Sec. 

207.252  First,  second,  and  third  premiums. 

207.253  Adjusted  premium  and  termination 

charges. 

207.259  Insurance  benefits. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Subpart  B  of  Part  207 
of  this  chapter  to  section  207  of  the  Act 
shall  be  construed  to  refer  to  section  803 
of  the  Act  as  in  effect  prior  to  August  11, 
1955. 

§  225.233  Mortgage  iiiKurance  pre¬ 
miums. 

The  payment  of  mortgage  Insurance 
premiums  shaU  be  governed  by  the  pro¬ 
visions  of  §  207.252  of  this  chapter  ex¬ 
cept  that: 

(a)  Where  the  mortgage  Insurance 
premium  is  due  prior  to  August  1,  1965, 
the  amount  of  the  annual  premium  pay¬ 
ment  shall  be  equal  to  one-half  of  1  per¬ 
cent  per  annum  of  the  amoimt  of  the 
average  outstanding  principal  obligation 
of  the  mortgage  for  the  following  year, 
without  taking  into  account  delinquent 
payments  or  prepayments. 

(b)  Where  the  property  covered  by  the 
mortgage  has  been  acquired  by  the  Sec¬ 
retary  of  Defense  or  his  designee  and  the 
mortgage  insurance  premium  is  due  on 
or  after  August  1,  1965,  the  amount  of 
the  annual  premium  payment  shall  be 
equal  to  one-sixth  of  1  percent  per 
annum  of  the  amount  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  following  year,  without 
taking  into  accoimt  delinquent  payments 
or  prepayments. 

(c)  Where  the  property  has  not  been 
acquired  by  the  Secretary  of  Defense  or 
his  designee,  the  amount  of  the  annual 
mortgage  Insurance  premium  payment, 
regardiess  of  w'hen  due,  shall  be  equal 
to  one-half  of  1  percent  per  annum  of 
the  amount  of  the  average  outstanding 
j>i  inclpal  obligation  of  the  mortgage  for 


the  following  year,  without  taking  into 
account  delinquent  payments  or  prepay¬ 
ments. 

§  223.260  Adjusted  preiniiitn  and  ter¬ 
mination  charges. 

The  termination  of  the  mortgage  in¬ 
surance  and  the  pajmient  of  an  adjusted 
premliun  or  termination  charge  shall  be 
governed  by  the  provisions  of  S  207.253 
of  this  chapter,  except  that  no  adjusted 
premium  or  termination  charge  shall  be 
due  or  payable  to  the  Commissioner 
where,  at  the  time  of  prepayment  of  the 
mortgage  or  termination  of  Insurance, 
the  property  covered  by  the  mortgage  has 
been  acquired  by  the  Secretary  of  De¬ 
fense  or  his  designee. 

§  223.263  Insurance  hcncfil.v. 

The  payment  of  Insurance  benefits 
shall  be  governed  by  the  provisions  of 
§  207.259  of  this  chapter,  except  that 
debentures  shall  mature  as  follows; 

(a)  Where  the  mortgage  was  insured 
pm-suant  to  a  commitment  Issued  prior 
to  August  13,  1954,  the  debentures  shall 
matuie  10  years  after  the  date  of  issue 
of  such  debentures. 

(b)  Where  the  mortgage  was  Insured 
pursuant  to  a  commitment  issued  on  or 
after  August  13.  1954,  the  debentures 
shall  mature  20  years  after  the  date  of 
issue  of  such  debentmes. 

PART  226— ARMED  SERVICES  HOUS¬ 
ING-CIVILIAN  EMPLOYEES  [SEC. 
809! 

Subpart  A — Eligibility  Requirements 

Sec. 

226.1  Incorporation  by  reference. 

226.2  Certificate  of  need. 

226.3  Employment  status  certificate. 

226.4  Maximum  mortgage  amount;  dol¬ 

lar  limitation. 

226.5  Maximum  mortgage  amount;  loan- 

to- value  limitation. 

226.6  Mortgage  obligation  in  multiples. 

226.7  Mortgagor’s  minimum  investment. 

226.8  Eligible  mortgagors. 

226.9  Requirements  as  to  risk  and  eco¬ 

nomic  soundness. 

226.10  Guarantee  of  Fund  from  loss. 
Subpart  8 — Contract  Rights  and  Obligations 

226.251  Incorporation  by  reference. 

AtmiORmr:  The  provisions  of  this  Part 
226  issued  under  sec.  807,  69  Stat.  651,  Sec. 
809,  70  Stat.  273,  as  amended;  12  U.S.C. 
1748f,  1748h-l. 

Subpart  A — Eligibility  Requirements 

§  226.1  ltir<tr{H>rulion  l»y  roforenro. 

(a)  All  of  the  provisions  of  Subpart 
A,  Part  203  of  this  chapter  concerning 
eligibility  requirements  of  mortgages 
under  section  203  of  tlie  National  Hous¬ 
ing  Act  apply  with  equal  force  and  effect 
to  mortgages  Insured  pursuant  to  section 
809,  except  the  following  provisions: 

Sec. 

203.18  Maximum  mortgage  amounts. 

203.28  Economic  soundness  of  project. 
203.42  Rental  properties. 

203.43a  Eligibility  of  housing  in  declining 
tirban  areas. 

203.50  ct  seq.  Insured  hCMne  Improvement 
loans. 


(b)  For  the  purposes  of  this  subpart 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  National  Housing 
Act  shall  be  deemed  to  refer  to  section 
809  of  the  National  Housing  Act. 

§226.2  Ct'rlifirale  of  not'd. 

(a)  Issuance  by  Secretary  of  Defense. 
No  mortgage  covering  property  located 
at  or  near  a  military  installation  shall  be 
Insured  unless  the  Secretary  of  Defense, 
or  his  designee,  shall  have  certified  to 
the  Commissioner  that  the  housing  is 
necessary  to  provide  adequate  housing 
for  civilians  employed  in  connection 
with  a  research  or  development  instal¬ 
lation  of  one  of  the  military  departments 
of  the  United  States  or  a  contractor 
thereof,  and  that  there  is  no  present  in¬ 
tention  to  substantially  curtaU  the  num¬ 
ber  of  the  civilian  personnel  assigned  or 
to  be  assigned  to  such  installation.  The 
certification  shall  be  conclusive  evidence 
to  the  Commissioner  of  the  need  for  such 
housing. 

(b)  Issuance  by  Administrator  of  the 
National  Aeronautics  and  Space  Admin¬ 
istration.  A  mortgage  may  be  Insured 
under  this  subpart  secured  by  property 
which  is  Intended  to  provide  housing 
for  a  person  employed  or  assigned  to 
duty  at  or  in  connection  with  a  research 
or  development  installation  of  the  Na¬ 
tional  Aeronautics  and  Space  Admlrds- 
tration  and  which  is  located  at  or  near 
such  installation.  The  mortgage  shall 
not  be  insured,  however,  unless  the  Ad¬ 
ministrator  of  the  National  Aeronautics 
and  Space  Administration  or  his  designee 
shall  have  certified  to  the  Commissioner 
that  the  housing  is  necessary  to  pro¬ 
vide  adequate  housing  for  civilian  or 
military  personnel  employed  or  assigned 
to  duty  at  or  in  connection  with  a  re¬ 
search  or  development  installation  of  the 
National  Aeronautics  and  Space  Admin¬ 
istration  and  that  there  is  no  present 
intention  to  substantially  curtail  the 
number  of  tlie  personnel  assigned  or  to  be 
assigned  to  such  installation.  This 
certification  shall  be  conclusive  evidence 
to  the  Commissioner  of  the  need  for  such 
housing. 

(c)  Issuance  by  Atomic  Energy  Com¬ 
mission.  A  mortgage  may  be  Insured 
under  this  subpart  secured  by  property 
which  is  Intended  to  provide  housing  for 
a  person  employed  at  a  research  or  de¬ 
velopment  Installation  of  the  Atomic 
Energy  Commission  and  which  Is  located 
at  or  near  such  Installation.  The  mort¬ 
gage  shall  not  be  insured,  however,  un¬ 
less  the  Atomic  Energy  Comml.sslon 
shall  have  certified  to  the  Commissioner 
that  the  housing  Is  nece.ssary  to  provide 
adequate  housing  for  persons  employed 
at  or  in  connection  with  a  research  or 
development  Installation  of  the  Atomic 
Energy  Commission  and  that  there  is  no 
present  intention  to  substantially  cur¬ 
tail  the  number  of  the  personnel  assigned 
or  to  be  as.slgned  to  such  installation. 
This  certification  shall  be  conclusive  evi¬ 
dence  to  the  Commissioner  of  the  need 
for  such  housing. 

§  226.3  Empl(>>  nir!il  stains  crrlifiralr. 

(a)  Certificate  by  Secretary  of  De¬ 
fense.  No  mortgage  covering  property 
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at  a  military  Installatlcm  shall  be  In¬ 
sured  imless  the  Secretary  of  Defense,  or 
his  designee,  has  issued  a  certificate  in¬ 
dicating  that  the  mortgagor:  (1)  Re¬ 
quires  housing;  (2)  Is,  on  the  date  of  the 
certificate,  a  civilian  employee  at  a  re¬ 
search  or  development  installation  of 
one  of  the  mllltaiy  departments  of  the 
United  States,  or  contractor  thereof,  at 
a  research  or  development  installation; 
and  (3)  is  considered  by  the  military  de¬ 
partment  to  be  an  essential,  nontem¬ 
porary  employee  at  such  date.  Such 
certificate  shall  be  conclusive  evidence 
to  the  Commissioner  of  the  employment 
status  of  the  mortgagor  and  of  the 
mortgagor’s  need  for  housing. 

(b)  Certificate  by  Administrator  of 
National  Aeronautics  and  Space  Admin¬ 
istration.  (1)  An  employment  status 
certificate  shall  be  required  in  connec¬ 
tion  with  a  mortgage  secured  by  prop¬ 
erty  which  is  intended  to  provide  hous¬ 
ing  for  a  person  employed  or  assigned  to 
duty  at  a  research  or  development  in¬ 
stallation  of  the  National  Aeronautics 
and  Space  Administration  and  which  is 
located  at  or  near  such  installation.  No 
mortgage  shall  be  insured  unless  the 
Administrator  of  the  National  Aero¬ 
nautics  and  Space  Administration,  or 
his  designee,  has  Issued  a  certificate  in¬ 
dicating  that  the  mortgagor  on  the  date 
of  the  certificate : 

(1)  Requires  housing: 

(ii)  Is  a  civilian  enmloyee  or  one  of 
the  military  personnel  employed  or  as¬ 
sumed  to  duty  at  a  research  or  develop¬ 
ment  installation  of  the  National  Aero¬ 
nautics  and  Space  Administration,  or  is 
an  employee  of  a  contractor  of  such  Ad¬ 
ministration  who  is  employed  at  a  re¬ 
search  or  development  installation;  and 

(lii)  Is  considered  by  the  National 
Aeronautics  and  Space  Administration 
to  be  an  essential,  nontemporsuy  em¬ 
ployee  of  such  Administration  or  of  a 
contractor  thereof. 

(2)  The  certificate  shall  be  conclusive 
evidence  to  the  Commissioner  of  the 
employment  status  of  the  mortgagor  and 
the  mortgagor’s  need  for  housing. 

(c)  Certificate  by  Atomic  Energy 
Commission.  (1)  An  employment  status 
certificate  shall  be  required  in  connec¬ 
tion  with  a  mortgage  secured  by  prop¬ 
erty  which  is  intended  to  provide  hous¬ 
ing  for  a  person  employed  or  assigned 
to  duty  at  a  research  or  development  in¬ 
stallation  of  the  Atomic  Energy  Com¬ 
mission  and  which  is  located  at  or  near 
such  installation.  No  mortgage  shall 
be  insured  unless  the  Atomic  Energy 
Commission  has  issued  a  certificate  in¬ 
dicating  that  the  mortgagor  on  the  date 
of  the  certificate: 

(i)  Requires  housing; 

(il)  Is  a  civilian  employee  or  one  of 
the  military  personnel  employed  or  as¬ 
signed  to  duty  at  a  research  or  develop¬ 
ment  installation  of  the  Atmnlc  Energy 
Commission,  or  is  an  employee  of  a  con¬ 
tractor  of  such  Commission  who  is  em¬ 
ployed  at  a  research  or  develoimient 
installation;  and 

(iii)  Is  considered  by  the  Atomic 
Energy  Commission  to  be  an  essential. 
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nontemporary  employee  of  such  Com¬ 
mission  or  of  a  contractor  thereof. 

(2)  The  certificate  shall  be  conclusive 
evidence  to  Uie  Commissioner  of  the  em¬ 
ployment  status  of  the  mortgagor  and 
the  mortgagor’s  need  for  housing. 

§  226.4  Maximum  mortgage  amount; 
dollar  limitation. 

The  mortgage  shall  Involve  a  principal 
obligation  in  a  dollar  amount  not  in  ex¬ 
cess  of: 

(a)  $33,000  in  the  case  of  a  dwelling 
designed  principally  for  a  one-family 
residence. 

(b)  $35,750  in  the  case  of  a  two-family 
residence. 

(c)  $35,750  in  the  case  of  a  three-fam¬ 
ily  residence. 

(d)  $41,250  in  the  case  of  a  four- family 
residence. 

In  addition  to  the  dollar  limitation  pre¬ 
scribed  in  this  section  the  mortgage 
amount  is  subject  to  a  loan-to- value  lim¬ 
itation  as  provided  in  §  226.5. 

§  226.5  Maximum  mortgage  amount; 
loan>to>value  limitation. 

(a)  In  addition  to  meeting  the  dollar 
limitation  set  forth  in  §  226.4,  the  mort¬ 
gage  shall  be  in  an  amount  not  exceeding 
the  following: 

(1)  Approval  prior  to  construction.  If 
the  mortgage  covers  a  dwelling  approved 
for  mortgage  insurance  (or  for  guaranty, 
insurance,  or  a  direct  loan  by  the  Admin¬ 
istrator  of  Veterans  Affairs)  prior  to  the 
beginning  of  construction  or  a  dwelling 
which  was  completed  more  than  1  year 
preceding  the  date  of  the  application  for 
mortgage  insurance,  the  siun  of  the  fol¬ 
lowing  percentages  of  the  Commission¬ 
er’s  appraised  value  of  the  property,  as 
of  the  date  the  mortgage  is  accepted  for 
insurance: 

(1)  97  percent  of  the  first  $15,000  of 
such  value  (100  percent  of  $15,000  of 
such  value  or  the  sum  of  such  value  not 
in  excess  of  $15,000  and  the  items  of  pre¬ 
paid  expense  approved  by  the  Commis¬ 
sioner  minus  $200,  whichever  appraisal 
amoimt  or  sum  is  the  lesser,  in  the  ease 
of  a  mortgagor  qualifjdng  as  a  veteran) . 

(ii)  90  percent  of  such  value  in  excess 
of  $15,000,  but  not  in  excess  of  $25,000. 

(iii)  80  percent  (85  percent  in  the  case 
of  a  mortgagor  qualifying  as  a  veteran) 
of  such  value  in  excess  of  $25,000. 

(2)  No  prior  approval.  A  loan  to  value 
limitation  of  90  percent  of  $25,000  of  the 
appraised  value  of  the  property,  as  of 
the  date  the  mortgage  is  accepted  for 
insurance,  and  80  percent  (85  percent  in 
the  case  of  a  mortgagor  qualifying  as  a 
veteran)  of  such  value  in  excess  of 
$25,000,  if  the  dwelling  does  not  meet 
the  requirements  in  the  Introductory 
text  of  subparagraph  (1)  of  this  para¬ 
graph. 

(b)  Veteran  qualifications:  The  spe¬ 
cial  veteran  terms  provided  in  paragraph 
(a)  shall  only  be  applicable  to  a  mort¬ 
gage  covering  a  single  family  dwelling 
executed  by  a  mortgagor  who  submits  to 
the  Commissioner  one  of  the  following 
certifications: 


(1)  A  Certificate  of  Veteran  Status 
from  the  Veterans  Administration  estab¬ 
lishing  that  he  has  served  90  days  or 
more  on  active  duty  in  the  armed  forces 
(U.S.  Army,  Navy,  Marine  Corps,  Air 
Force,  Coast  Guard,  the  Army  Reserve, 
the  Naval  Reserve,  the  Marine  Corps  Re¬ 
serve,  the  Air  Force  Reserve,  the  Coast 
Guard  Reserve,  the  National  Guard  of 
the  United  States,  and  the  Air  National 
Guard  of  the  United  States)  of  the 
United  States  and  was  discharged  or  re¬ 
leased  therefrom  under  conditions  other 
than  dishonorable. 

(2)  A  certificate  issued  by  the  Secre¬ 
tary  of  Defense  establishing  that  the 
mortgagor  performed  extra  hazardous 
service  while  serving  in  the  armed  forces 
for  a  period  of  less  than  90  days. 

§  226.6  Mortgage  obligation  in  multi¬ 
ples. 

The  mortgage  shall  Involve  a  principal 
obligation  in  an  amount  of  $100  or  multi¬ 
ples  thereof  (except  that  a  mortgage 
having  a  principal  obligation  not  in  ex¬ 
cess  of  $15,000  and  an  amortization 
period  of  either  20,  25  or  30  years,  may 
be  in  an  amount  of  $50  or  multiples 
thereof) . 

§  226.7  Mortgagor's  minimum  invest¬ 
ment. 

At  the  time  the  mortgage  is  insured, 
the  mortgagor  shall  have  paid  in  cash  or 
its  equivalent  the  following  minimum 
amount. 

(a)  In  all  cases  (except  those  involv¬ 
ing  a  veteran  meeting  the  requirements 
of  §  226.5(b)).  the  minimiun  investment 
shall  be  at  least  3  percent  of  the  Com¬ 
missioner’s  estimate  of  Uie  cost  of  ac¬ 
quisition  or  such  larger  amount,  as  the 
Commissioner  may  determine. 

(b)  In  a  case  involving  a  veteran  meet¬ 
ing  the  requirements  of  §  226.5(b),  the 
minimum  investment  shall  be  $200  which 
may  include  settlement  costs,  initial  pay¬ 
ments  for  taxes,  hazard  insurance  pre- 
mliuns,  mortgage  insurance  premiums, 
and  other  prepaid  expenses  as  approved 
by  the  Commissioner. 

§  226.8  Eligible  mortgagors. 

No  mortgage  shall  be  Insured  unless 
executed  by  a  mortgagor  who  meets  the 
employment  status  requirements  as  set 
forth  in  §  226.3  and  who  at  the  time 
of  insurance  is  the  owner  of  the  prop¬ 
erty  and  either  occupies  the  property  or 
certifies  that  his  failure  to  do  so  is  the 
result  of  a  change  of  his  employment. 

§  226.9  Rrquiremeiils  as  to  risk  and 
economic  soundness. 

A  mortgage  may  be  accepted  for  in¬ 
surance  by  the  Commissioner  without 
regard  to  any  requirement  that  the  prop¬ 
erty  or  project  be  economically  soimd  or 
an  acceptable  risk. 

§  226.10  Guarantee  of  Fund  from  loss. 

If  the  Commissioner  determines  that 
the  insurance  of  mortgages  on  housing 
as  certified  by  the  Secretary  of  Defense, 
the  Administrator  of  the  National  Aero¬ 
nautics  and  Space  Administration,  or  the 
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Chairman  of  the  Atomic  Energy  Com¬ 
mission  is  not  an  acceptable  risk,  he  may 
require  the  Secretary,  the  Administrator, 
or  the  Chairman,  as  the  case  may  be,  to 
guarantee  the  General  Insurance  Fund 
against  loss  with  respect  to  mortgagee 
Insured  under  this  subpart. 

Subpart  B — Contract  Rights  and 
Obligations 

§  226.2.)1  Incorporalitm  hy  n'frrenro. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  203  of  this  chapter  covering  mort¬ 
gages  Insured  under  section  203  of  the 
National  Housing  Act  apply  to  mortgagee 
Insured  imder  section  809  of  the  Na¬ 
tional  Housing  Act  except  the  following 
provisions: 

6ec. 

203.420  Nature  of  Mutual  Mortgage  Inaur- 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  Income  or  Loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.440  et  seq.  Insured  home  Improvement 

loans. 

(b>  For  the  purposes  of  this  subpart 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  809  of  the  act 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  F\ind. 

PART  227— ARMED  SERVICES  HOUS¬ 
ING-IMPACTED  AREAS  [SEC.  810] 

Subparl  A — Eligibility  Requirements — Projects 
Sec. 

227.1  Incorporation  by  reference. 

227.5  Definitions  of  terms  as  used  In  this 
subpart. 

227.10  Preference  in  sale  or  rental. 

227.15  Insurance  risk  and  economic  sound¬ 
ness. 

227.20  Reduced  mortgage  amount — lease¬ 
holds. 

227.25  Eligible  mortgages — form. 

227.27  Prepayment  privilege;  prepayment 
and  late  charge. 

227.30  Eligible  mortgagors. 

227.35  Maximum  mortgage  amounts — 
Multifamily  Rental  Project. 
227.40  Maximum  mortgage  amounts — 
multifamlly  sales  project. 

227.45  Increased  mortgage  amoxmts — high 
cost  areas. 

227.47  Loans  to  cover  2-ycar  operating 
loss. 

227.50  Mortgage  release  provisions. 

227.55  cost  certification. 

Subpart  B — Contract  Rights  and  Obligations— 
Projects 

227.251  Incorporation  by  reference — Multi- 
family,  Sales  or  Rental  Project. 
227.253  Adjusted  premium  and  termination 
charges. 

Subpart  C — Eligibility  Requirements — Individual 
Mortgages 

227.501  Incorporation  by  reference. 

227.505  Definitions  of  terms  as  used  In  this 
subpart. 

227.510  Preference  in  sale  or  rental. 


Sec. 

227.515  Insurance  risk  and  economic  sound¬ 
ness. 

227.520  Reduced  mortgage  amounts — lease¬ 
holds. 

227.525  Eligible  mortgages — form. 

227.530  Eligible  mortgagors. 

227.535  Maximum  mortgage  amounts — In¬ 
dividual  Mortgage. 

227.540  Mortgagor  minimum  Investment. 
227.545  Maximum  term. 

227.550  Amortization  period. 

227.555  Release  from  Multifamily  Sales 
Project  mortgage. 

Subpart  0 — Contract  Rights  and  Obligations— 
Individuol  Mortgages 

227.751  Incorporation  by  reference— Indi¬ 
vidual  Mortgages. 

Atjthoritt:  The  provisions  of  this  Part 
227  Issued  under  secs.  807,  810,  69  Stat.  651, 
73  Stat.  683;  12  UB.C.  I748f,  1748h-2. 

Subpart  A — Eligibility  Require¬ 
ments — Projects 

§  227.1  l■l<’or|>l>rulil>ll  liy  rofcrfiK  t'. 

fa)  General.  All  of  the  provisions  of 
§§  203.1  to  203.4  and  203.6  to  203.9  of  this 
chapter  shall  govern  the  eligibility  quali¬ 
fications  and  requirements  of  mortgages 
under  this  subpart. 

(b)  Multifamily,  sales  or  rental  proj¬ 
ects.  (1)  All  of  the  provisions  of  Sub¬ 
part  A.  Part  207  of  this  chapter  covering 
mortgages  Insured  under  section  207  of 
the  National  Housing  Act  apply  to  Multi- 
family,  Sales  or  Rental  Project  mort¬ 
gages  insured  under  this  subpart  except 
the  following  provisions: 

Sec. 

207.4  Maximum  mortgage  amounts. 

207.10  Covenant  for  fire  Insurance. 

207.11  Soundness  of  project. 

207.14  Prepayment  privilege;  prepayment 
and  late  charges. 

207.17  Classification. 

207.22  Qualification  of  lenders. 

207.23  Eligibility  of  property. 

207.25  Certificate  of  cost  requirements. 

207.26  Form  of  contract. 

207.27  Certificates  of  actual  cost. 

207.28  Adjustment  resulting  from  cost  cer¬ 

tification. 

207.29  Rehabilitation  projects. 

207.30  Requisites  of  agreement  and  certifi¬ 

cation. 

207.31  Eligibility  of  miscellaneous  type 

mortgages. 

207.31a  Eligibility  of  bousing  In  declining 
urban  areas. 

207.32  Eligibility  of  refinanced  mortgages. 

207.33  Eligibility  of  mortgages  on  trailer 

courts  or  parks  for  trailer  coach 
mobile  dwellings. 

207.34  Reinsurance  of  Commissioner-held 

mortgages. 

(2)  For  the  purposes  of  this  subpart 
all  references  in  Part  207  of  this  chapter 
to  section  207  of  the  National  Housing 
Act  shall  be  construed  to  refer  to  section 
810  of  such  Act. 

§  227. .>  l)<Tiiiilioiis  of  terms  as  used  in 
this  subpart. 

As  used  in  this  subpart,  the  following 
terms  will  have  the  meaning  indicated: 

(a)  “Act”  means  the  National  Hous¬ 
ing  Act,  as  amended. 


(b)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representatives. 

(c)  [Reserved  1 

(d)  “Mortgage”  means  a  first  mort¬ 
gage  on  real  estate,  in  fee  simple,  or  on 
a  leasehold  (1)  under  a  lease  for  not  less 
than  99  years  which  is  renewable;  or  (2) 
under  a  lease  having  a  period  of  not  less 
than  75  years  to  run  from  the  date  the 
mortgage  is  executed;  or  (3)  under  a 
lease  executed  by  a  governmental  agency 
for  the  maximum  term  consistent  with 
its  legal  authority,  provided  such  lease 
has  a  period  of  not  less  than  50  years 
to  run  from  the  date  the  mortgage  is  ex¬ 
ecuted;  and  the  term  “first  mortgage” 
means  such  classes  of  first  liens  as  are 
commonly  given  to  secure  advances  on, 
or  the  unpaid  purchase  price  of,  real 
estate,  under  the  laws  of  the  State  in 
which  the  real  estate  is  located,  together 
with  the  credit  instruments,  if  any.  se¬ 
cured  thereby. 

(e)  “Insured  mortgage”  means  a 
mortgage  which  has  been  Insured  by  the 
endorsement  of  the  credit  Instrument  by 
the  Commissioner. 

(f )  “Mortgagor”  means  any  individual 
or  private  entity  approved  by  the  Com¬ 
missioner.  which  imtll  the  termination 
of  all  obligations  of  the  Commissioner 
imder  the  insurance  contract  and  during 
such  further  period  of  time  as  the  Com¬ 
missioner  shall  be  the  owner,  holder,  or 
reinsurer  of  the  mortgage,  is  regulated 
or  restricted  by  the  Commissioner  as  to 
rents  or  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  operation. 

(g)  “Mortgagee”  means  the  original 
lender  under  a  mortgage,  its  successors 
and  such  of  its  assigns  as  are  approved 
by  the  Commissioner,  and  Includes  the 
holders  of  the  credit  instruments  issued 
under  a  trust  mortgage  or  deed  of  trust 
pursuant  to  which  such  holders  act  by 
and  through  a  trustee  herein  named. 

(h)  “Multifamily  Sales  Project”  means 
a  project  constructed  under  a  blanket 
mortgage,  covering  a  group  of  not  less 
than  eight  single-family  dwellings  con¬ 
structed  for  eventual  sale  to  Individual 
purchasers. 

(1)  “Multifamily  Rental  Project” 
means  a  project  constructed  for  the 
purpose  of  providing  rental  housing  ac¬ 
commodations  for  eligible  tenants. 

(j)  “Maturity  date”  means  the  date 
on  which  the  mortgage  Indebtedness 
would  be  extinguished  if  paid  in  accord¬ 
ance  with  periodic  payments  provided 
for  in  the  mortgage. 

§  227.10  PreforeinT  in  sab-  or  milal. 

Priority  in  the  sale  or  rental  of  dwell¬ 
ings  covered  by  a  mortgage  in.sured  under 
this  subpart  shall  be  given  to  the  follow¬ 
ing  classes  of  persons : 

(a)  Military  personnel: 

(b)  Essential  civilian  employees  of  the 
Armed  Services; 

(c)  Employees  of  contractors  for  the 
Armed  Services. 

(d)  Essential  personnel  employed  or 
assigned  to  duty  at  a  research  or  devel¬ 
opment  installatioii  of  the  National  Aero¬ 
nautics  and  Space  Administration  or  the 
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Atomic  Energy  Commission  or  employ¬ 
ees  of  a  contractor  of  such  Administra¬ 
tion  or  Commission  who  are  nnployed 
at  a  research  or  development  installation. 

§  227.15  Insurnnre  risk  and  economic 
•oundness. 

Any  mortgage  may  be  accepted  for 
Insurance  by  the  Commissioner  without 
regard  to  any  requirement  that  the  prop¬ 
erty  or  project  be  economically  sound. 

§  227.20  Reduced  mortgage  amount- 
leaseholds. 

In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
.simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amount  equal  to  the  capi¬ 
talized  value  of  the  ground  rait.  The 
mortgage  amount  shall  be  adjusted  to 
the  next  lowest  mortgage  amount  as 
stipulated  in  §  227.751  for  individual 
mortgages. 

§  227.25  Eligible  mortgages — form. 

(a)  Form.  The  mortgage  must  be 
executed  upon  a  form  approved  by  the 
Commissioner  for  use  in  the  jurisdiction 
in  which  the  property  covered  by  the 
mortgage  is  situated  and  must  be  a  first 
lien  upon  property  that  conforms  with 
property  standards  prescribed  by  the 
Commissioner. 

(b)  Disbursement  of  mortgage  pro¬ 
ceeds.  The  entire  principal  amount  of 
the  mortgage  must  have  been  disbursed 
to  the  mortgagor  or  to  his  creditors  for 
his  account  and  with  his  consent. 

§  227.27  Prepayment  privilege;  prepay¬ 
ment  and  late  charge. 

All  of  the  provisions  of  8  207.14  of  this 
chapter  relating  to  prepayment  and  late 
charge  shall  apply  to  mortgages  insured 
under  this  part,  except  that  no  prepay¬ 
ment  charge  shall  be  made  for  prepay¬ 
ments  which  result  from  releases  of 
individual  proi}ertles  from  a  blanket 
mortgage  covering  a  Multifamily  Sales 
Project. 

§  227.30  Eligible  mortgagors. 

In  order  to  be  eligible  for  mortgage 
Insurance  under  this  subpart,  the  mort¬ 
gage  shall  be  executed  by  a  mortgagor 
approved  by  the  Commissioner. 

§  227.35  Maximum  mortgage 

amounts — Multifamily  Rental  Proj¬ 
ect. 

A  mortgage  on  a  Multifamily  Rentel 
Project  may  Involve  a  prlnclpid  obliga¬ 
tion  not  In  excess  of  the  lesser  of  the 
following; 

(a)  $5,000,000; 

(b)  90  percent  of  the  estimated  value; 

(c)  For  such  part  of  the  property  or 
project  attributable  to  dwelling  use,  an 
amount  per  family  imlt,  depending  on 
the  number  of  bedrooms,  which  may  be: 

(1)  $9,000  without  a  bedroom. 

(2)  $12,500  with  one  bedroom. 

(3)  $15,000  with  two  bedrooms. 

(4)  $18,500  with  three  or  more  bed¬ 
rooms. 
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§  227.40  Maximum  mortgage 

amounts — multifamily  sales  project. 

A  mortgage  on  a  multifamily  sales 
project  may  Involve  a  principal  obliga¬ 
tion  not  In  excess  of  the  lesser  of  the 
following: 

(a)  $5,000,000. 

(b)  A  sum  computed  on  the  basis  of  a 
separate  mortgage  for  each  single-family 
dwelling  comprising  the  project,  equal  to 
the  total  of  each  of  the  maximum  prin¬ 
cipal  obligations  of  such  mortgages 
which  would  meet  the  requirements  of 
section  203(b)  (2)  of  the  Act  If  the  mort¬ 
gagor  were  the  owner  and  occupant  who 
had  made  any  required  pasnnent  on  ac¬ 
count  of  the  property  described  In  such 
section  of  the  Act;  provided  that  special 
escrow  arrangements,  satisfactory  to  the 
Commissioner,  are  made  by  the  mort¬ 
gagor  with  respect  to  mortgage  proceeds 
In  excess  of  90  percent  of  the  estimated 
value. 

§  227.4.5  liirrei»s<‘d  mortgage  aiiiounl> — 
hig!i  cost  areas. 

(a)  In  any  geographical  area  where 
the  Commissioner  finds  cost  levels  so  re¬ 
quire,  the  Commissioner  may  Increase, 
by  not  to  exceed  45  percent  the  dollar 
amount  limitations  set  forth  in 
8  227.35(c). 

(b)  If  the  Commissioner  finds  that  be¬ 
cause  of  high  costs  in  Alaska,  Guam,  or 
Hawaii  It  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  soimd 
standards  of  construction,  design,  and 
livability  within  the  limitations  of  maxl- 
miim  mortgage  amounts  provided  in  this 
section,  the  principal  obligation  of  mort¬ 
gages  may  be  Increased  In  such  amounts 
as  may  be  necessary  to  compensate  for 
such  costs,  but  not  to  exceed,  la  any 
event,  the  maximum  including  high  cost 
area  Increases,  if  any.  otherwise  appli¬ 
cable  by  more  than  one-half  thereof. 

§  227.47  Loans  to  rover  2-yrar  operating 
loss. 

(a)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during  the 
first  2  years  following  completion  of  the 
project,  he  may,  in  his  discretion,  ac¬ 
cept  for  insurance  under  this  part,  a 
loan  to  cover  such  loss.  For  the  purposes 
of  this  section,  an  operating  loss  shall 
occur  when  the  Commissioner  deter¬ 
mines  that  the  total  of  the  taxes,  inter¬ 
est  on  the  mortgage  debt,  mortgage  in¬ 
surance  premiums,  hazard  insurance 
premiiuns,  and  the  expense  of  mainte¬ 
nance  and  operation  of  the  project  (ex¬ 
cluding  depreciation)  exceeds  Uie  proj¬ 
ect  Income. 

(b)  Security  instrument.  The  loan 
shall  be  secured  by  an  Instnunent  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the  proj¬ 
ect  is  located. 

(c)  Maximum  interest  rate.  The  loan 
may  bear  interest  at  such  rate  as 'may  be 
agreed  upon  by  the  mortgagee  and  mort¬ 
gagor.  but  in  no  case  shall  such  rate  ex¬ 
ceed  the  rate  In  effect  under  8  207.7  of 
this  chapter  on  the  date  the  commit¬ 
ment  Is  Issued.  Interest  shall  be  payable 


in  monthly  Installments  on  the  principal 
then  outstanding. 

(d)  Maturity.  The  loan  shall  be  lim¬ 
ited  to  a  term  not  exceeding  the  un- 
explred  term  of  the  original  mortgage. 

§  227.50  Mortgage  relea^ie  provisions. 

A  mortgage  executed  by  a  mortgagor 
of  a  Multifamily  Sales  Project  shall  pro¬ 
vide  that  at  any  time  after  five  years 
from  the  date  the  project  became  avail¬ 
able  for  Initial  occupancy  or  at  such 
earlier  date  as  the  Commissioner  may  au¬ 
thorize,  the  property  imderlying  such 
mortgage  may  be  released,  in  whole  or 
In  part,  upon  payment  of  the  tmpaid 
balance  of  the  blaiiket  mortgage  allocable 
to  the  property  released.  Where  the 
mortgage  does  not  contain  release  provi¬ 
sions.  no  property  shall,  except  with  the 
consent  of  the  Commissioner,  be  released 
from  the  lien  tliereof  so  long  as  the 
mortgage  insurance  is  in  force. 

§  227.55  Cost  certification. 

All  of  the  provisions  of  S§  207.25 
through  207.30  of  this  chapter  shall  be 
applicable  to  a  Multifamily  Rental  Proj¬ 
ect.  but  such  provisions  shall  not  be 
applicable  to  a  Multifamily  Sales  Proj¬ 
ect. 

Subpart  B — Contract  Rights  and 
Obligations — Projects 

§  227.2.51  Inrorporalion  by  referonee— 
Multifamily,  Sales  or  Rental  Project. 

(a)  All  of  the  provisions  of  Subpart 
B,  Part  207  of  this  chapter  covering 
mortgages  Insured  under  section  207  of 
the  National  Housing  Act  apply  to  Mul¬ 
tifamily,  Sales  or  Rental  Project  mort¬ 
gages  Insured  under  section  810  of  the 
National  Housing  Act  except  the  follow¬ 
ing  provisions: 

Sec. 

207.353  Adjusted  premium  and  termination 
charges. 

(b)  For  the  purposes  of  this  part,  all 
references  in  Part  207  of  this  chapter  to 
section  207  of  the  act  shall  be  construed 
to  refer  to  section  810  of  the  act. 

§  227.253  Adjusted  premium  and  termi¬ 
nation  charges. 

All  of  the  provisions  of  8  207.253  of  this 
chapter  relating  to  adjusted  premium 
and  termination  charges  shall  apply  to 
mortgages  insured  under  this  part,  ex¬ 
cept  that  no  adjusted  premium  charge 
shall  be  due  the  Commissioner  where  a 
Multifamily  Bales  Project  Mortgage  Is 
paid  in  full  prior  to  maturity  as  a  result 
of  the  release  of  the  individual  properties 
from  the  mortgage. 

Subpart  C — Eligibility  Requirements— 
Individual  Mortgages 
§  227.501  Incorporation  by  reference. 

(a)  General.  All  of  the  provisions 
of  88  203.1  to  203.4  and  203.6  to  203.9 
of  this  chapter  shall  govern  the  eligibility 
qualifications  and  requirements  of  mort¬ 
gages  tinder  this  subpart. 

(b)  Individual  Mortgages.  (1)  All  of 
the  provisions  of  Subpart  A,  Part  203  of 
this  chapter  covering  mortgages  Insured 
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under  section  203  of  the  National  Hous¬ 
ing  Act  apply  to  Individual  Mortgages 
Insured  under  this  subpart  except  the 
following  provisions: 

Sec. 

203.17  Mortgage  provisions. 

203.18  Maximum  mortgage  amounts. 

203.19  Mortgagor’s  minimum  Investment. 

203.28  Economic  soundness  of  project. 

203.29  Eligible  mortgages  In  Alaska,  Guam 

or  Hawaii. 

203.40  Location  of  property. 

203.42  Rental  properties. 

203.43  Eligibility  of  miscellaneous  type 

mortgages. 

203.43a  Eligibility  of  bousing  In  declining 
urban  areas. 

203.50  et  seq.  Insured  borne  improvement 
loans. 

(2)  For  the  purposes  of  this  subpart 
all  references  In  Part  203  of  this  chapter 
to  section  203  of  the  Act  shall  be  con¬ 
strued  to  refer  to  section  810  of  such 
Act. 

§  227.S05  Dofinilions  of  terms  as  used 
in  this  Bubpart. 

As  used  in  this  subpart,  the  following 
terms  will  have  the  meaning  indicated : 

(a)  "Act”  means  the  National  Hous¬ 
ing  Act,  as  amended. 

(b)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representatives. 

(c)  [Reserved! 

(d)  "Mortgage”  means  a  first  mort¬ 
gage  on  real  estate,  in  fee  simple,  or  on 
a  leasehold  (1)  under  a  lease  for  not  less 
than  99  years  which  is  renewable;  or  (2) 
under  a  lease  having  a  period  of  not  less 
than  75  years  to  run  from  the  date  the 
mortgage  Is  executed;  or  (3)  under  a 
lease  executed  by  a  governmental  agency 
for  the  maximum  term  consistent  with 
its  legal  authority,  provided  such  lease 
has  a  period  of  not  less  than  50  years 
to  run  from  the  date  the  mortgage  Is  ex¬ 
ecuted;  and  the  term  “first  mortgage” 
means  such  classes  of  first  liens  as  are 
commonly  given  to  secure  advances  on, 
or  the  unpaid  purchase  price  of,  real 
estate,  under  the  laws  of  the  State  in 
which  the  real  estate  is  located,  together 
with  the  credit  Instruments,  If  any,  se¬ 
cured  thereby. 

(e)  “Insured  mortgage”  means  a 
mortgage  which  has  been  Insured  by  the 
Issuance  of  a  Mortgage  Insurance  Cer¬ 
tificate  or  by  the  endorsement  of  Uie 
credit  Instrument  by  the  Commissioner. 

(f)  "Mortgagor”  in  the  case  of  an 
Individual  Mortgage  means  the  original 
borrower  under  a  mortgage  and  Its  suc¬ 
cessors  and  such  of  Its  assigns  as  are  ap¬ 
proved  by  the  Commissioner. 

(g)  "Mortgagee”  means  the  original 
lender  under  a  mortgage.  Its  successors 
and  such  of  Its  assigns  as  are  approved 
by  the  Commissioner,  and  Includes  the 
holders  of  the  credit  instruments  Issued 
under  a  trust  mortgage  or  deed  of  trust 
pursuant  to  which  such  holders  act  by 
and  throiigh  a  trustee  herein  named. 

(h)  “Individual  Mortgage”  means  a 
mortgage  covering  an  individual  single- 
family  dwelling  which  has  been  released 
from  a  Multifamily  Sales  Project 
mortgage. 


(1)  “Maturity  date”  means  the  date 
on  which  the  mortgage  Indebtedness 
would  be  extinguished  if  paid  In  accord¬ 
ance  with  periodic  payments  provided 
for  In  the  mortgage. 

§  227.510  Preference  in  sale  or  rental. 

Priority  In  the  sale  or  rental  of  dwell¬ 
ings  covered  by  a  mortgage  Insured  under 
this  subpwrt  shall  be  given  to  the  follow¬ 
ing  classes  of  persons: 

(a)  Military  personnel: 

(b)  Essential  civilian  employees  of  the 
Armed  Services; 

(c)  Employees  of  contractors  for  the 
Ai-med  Services. 

(d)  Essential  personnel  employed  or 
assigned  to  duty  at  a  research  or  devel¬ 
opment  installation  of  the  National 
Aeronautics  and  Space  Administration 
or  the  Atomic  Energy  Commission  or 
employees  of  a  contractor  of  such  Ad¬ 
ministration  or  Commission  who  are 
employed  at  a  research  or  development 
installation. 

§  227.515  Insurance  risk  and  economic 
soundness. 

Any  mortgage  may  be  accepted  for  in¬ 
surance  under  this  subpart  by  the  Com¬ 
missioner  without  regard  to  any  require¬ 
ment  that  the  property  or  project  be 
economically  sound  or  an  acceptable  risk. 

§  227.520  Reduced  mortgage  amounts — 
leaseliold.s. 

In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amoimt  equal  to  the  capi¬ 
talized  value  of  the  ground  rent.  The 
mortgage  amount  shall  be  adjusted  to  the 
next  lowest  mortgage  amount  as  stipu¬ 
lated  in  §  227.535  for  individual  mort¬ 
gages. 

§  227. .52.5  Eligible  mortgages — form. 

(a)  Form.  Hie  mortgage  must  be 
executed  upon  a  form  approved  by  the 
Commissioner  for  use  in  the  Jurisdiction 
In  which  the  property  covered  by  the 
mortgage  is  situated  and  must  be  a  first 
lien  upon  property  that  conforms  with 
property  standards  prescribed  by  the 
Commissioner. 

(b)  Disbursement  of  mortgage  pro¬ 
ceeds.  The  entire  principal  amount  of 
the  mortgage  must  have  been  disbursed 
to  the  mortgagor  or  to  his  creditors  for 
his  aocoimt  and  with  his  consent. 

§  227.5.50  Eligible  mortgagors. 

In  order  to  be  eligible  for  mortgage 
Insurance  under  this  subpart,  the  mort¬ 
gage  shall  be  executed  by  a  mortgagor 
approved  by  the  Commissioner. 

§227.535  Maximum  mortgage 

amounts — Individual  Mortgage. 

The  mortgage  shall  involve  a  prin¬ 
cipal  obligation  In  an  amount  of  $100 
or  multiples  thereof  except  a  mortgage 
having  a  principal  obligation  not  in  ex¬ 
cess  of  $15,000  and  an  amortization  pe¬ 
riod  of  either  20,  25,  30  or  35  years  may 
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be  In  an  amount  of  $50  or  multiple.^ 
thereof  and  must  not  exceed  the  unpaid 
balance  of  the  project  mortgage  allocable 
to  the  property  offered  as  security. 

§  227.540  Mortgagor  minimum  invest* 
ment. 

At  the  time  the  mortgage  Is  Insured 
the  mortgagor  shall  have  paid  on  ac¬ 
count  of  the  property  at  least  3  percent 
of  the  Commissioner’s  estimate  of  the 
cost  of  acquisition  or  such  larger  amount 
as  the  Commissioner  may  determine.  In 
cash  or  its  equivalent. 

§227.5  45  Maximum  term. 

The  mortgage  shall  come  due  on  the 
first  of  a  month  and  must  have  a  matur¬ 
ity  satisfactory  to  the  Commissioner, 
not  more  than  35  years  or  the  imexplred 
term  of  the  Multifamily  Sales  Project 
mortgage  at  the  time  of  release  of  the 
mortgaged  property  from  such  property 
mortgage. 

§  227.550  Amortization  periml. 

The  amortization  period  shall  be 
either  10,  15,  20,  25,  30  or  35  years  by 
providing  for  120,  180,  240,  300,  360  or 
420  monthly  amortization  pajmaents. 

§  227.555  Release  from  Multifaniily 
Sal^  Project  mortgage. 

To  be  released  from  the  lien  of  a  pro¬ 
ject  mortgage  the  property  to  be  re¬ 
leased  and  mortgaged  shall  be  Included 
as  part  of  a  Multifamily  Sales  Project 
and  shall  have  located  thereon  a  single - 
family  dweUing.  The  mortgage  shall 
be  executed  in  connection  with  the  re¬ 
lease  of  such  property  from  the  lien  of 
the  project  mortgage  and  to  replace  or 
refinance  the  project  mortgage  as  to 
such  property. 

Subpart  D — Contract  Rights  and  Ob¬ 
ligations— -Individual  Mortgages 

§  227.751  Incorporation  by  reference- 
individual  Mortgages. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  203  of  this  chapter  covering  mort¬ 
gages  Insured  imder  section  203  of  the 
National  Housing  Act  apply  to  Individual 
Mortgages  insured  under  section  810  of 
the  National  Housing  Act  except  the  fol¬ 
lowing  provisions : 

Sec. 

203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  Income  or  Loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amoimt  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.440  et  seq.  Insured  home  Improvement 

loans. 

(b)  For  the  purposes  of  this  subpart, 
all  references  In  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  810  of  the  act. 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  Fimd  shall  be  construed 
to  refer  to  the  General  Insurance  Fund. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 


24614 


RULES  AND  REGULATIONS 


PART  228— INDIVIDUAL  RESIDENCES; 
NATIONAL  DEFENSE  HOUSING 
MORTGAGE  INSURANCE  [SEC. 
9031 

Subpart  A— IR«s*rv«d} 

Subpart  B— Contract  Rights  and  Obligations 
Bee. 

228.251  Incorporation  by  reference. 

228.255  Due  date  of  Initial  MIP. 

228.260  Adjustment  of  Initial  MIP. 

228.265  Amount  of  annual  MIP. 

228.270  Pro  rata  adjustment  of  MIP  upon 
prepayment. 

228.275  Payment  of  delinquent  Interest. 
228.280  Special  forbearance  relief — owner¬ 
ship  of  ten  unit  project. 

228.285  Effect  of  special  forbearance  agree¬ 
ment  on  default  and  MTP. 

228.290  Insurance  benefits — conveyed  prop¬ 
erties — foreclosure  costs. 

228.295  Debenture  Interest  rate. 

228.300  Maturity  of  debentures. 

228.305  Applicability  to  outstanding  mort¬ 
gages  and  commitments. 

Authoritt:  The  provisions  of  this  Part 
228  Issued  under  sec.  903,  65  Stat.  296,  sec. 
807.  65  Stat.  801;  12  n.S.C.  1760b.  1760f. 

Subpart  A — [Reserved] 

Subpart  B — Contract  Rights  and 
Obligations 

§  228.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  B. 
Part  203  of  this  chapter  covering  mort¬ 
gages  Insured  under  section  203  of  the 
National  Housing  Act  apply  to  mortgages 
covering  individual  homes  In  connection 
with  national  defense  housing  Insurance 
under  section  903  of  the  National  Hous¬ 
ing  Act,  except  the  following; 

•See* 

208.266  Due  date  of  Initial  MIP. 

203.268  Adjustment  of  initial  MIP. 

203.269  Pro  rata  payment  of  Initial  MIP. 

203.275  Amount  of  annual  MTP. 

208.276  Due  date  of  annual  MTP. 

203.278  Pro  rata  payment  of  annual  MIP. 
203.402  Items  Included  In  payment — con¬ 
veyed  properties. 

208.406  Debenture  interest  rate. 

208.406  Maturity  of  debentures. 

203.420  Nature  of  Mut\ial  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  income  or  loss. 

208.422  Night  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

208.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

208.498  Applicability  to  outstanding  mort¬ 

gages  and  commitments. 

203.499  Effective  date. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  903  of  the  act, 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  F^md  shall  be  construed 
to  refer  to  the  General  Insurance  Fund. 
§  228.255  Due  date  of  initial  MIP. 

The  initial  MIP  shall  be  paid  on  the 
date  on  which  the  Insurance  becomes 
effective  by  endorsement. 


§  228.260  Adjustment  of  initial  MIP. 

Regardless  of  whether  the  period  cov¬ 
ered  by  the  MIP  is  more  or  less  than  1 
year,  a  pasrment  shall  be  made  to  the 
Commissioner  on  account  of  the  initial 
MIP  which  pajmient  shall  be  in  an 
amount  equal  to  one-half  percent  of  the 
average  outstanding  principal  obligation 
for  the  first  year  of  amortization  under 
the  mortgage.  If  such  payment  Is  less 
than  the  minimum  premium  or  more 
than  the  maximum  premium  prescribed 
by  the  act,  the  initial  MIP  shall  be  in 
such  minimum  amount  and  the  amoimt 
of  the  second  premium  shall  be  adjusted 
accordingly.  If  such  payment  Is  ^thln 
the  limitations  prescribed  by  the  act,  no 
adjustment  shall  be  made  and  the 
amoimt  of  the  payment  shall  be  retained 
by  the  Commissioner  as  the  Initial  MIP. 

§  228.265  Amount  of  annual  MIP. 

After  payment  of  the  initial  MIP  and 
until  the  mortgage  is  paid  in  full  or  un¬ 
til  an  application  for  insurance  benefits 
Is  received  by  the  Commissioner  or  imtll 
the  contract  is  otherwise  terminated 
with  the  consent  of  the  Commissioner, 
the  mortgagee  shall  continue  to  pay  an¬ 
nual  MIP  to  the  Commissioner.  Annual 
MIP  shall  be  paid  on  the  anniversary 
date  of  the  be^nrdne  of  amortization. 
It  shall  be  paid  In  an  amount  equal  to 
one-half  percent  of  the  average  out¬ 
standing  principal  obligation  for  the  12- 
month  period  following  the  date  on 
which  the  premium  becomes  payable. 

§  228.270  Pro  rata  adjustment  of  MIP 
upon  prepayment. 

Upon  prepaimient  of  the  mortgage  in 
full  prior  to  maturity,  the  Commissioner 
shall  refund  to  the  mortgagee  for  the 
account  of  the  mortgagor  an  amount 
equal  to  the  pro  rata  portion  of  the 
current  MIP  theretofore  paid  which  is 
applicable  to  the  portion  of  the  year 
subsequent  to  such  payment,  computed 
from  the  first  day  of  the  month  follow¬ 
ing  the  month  in  which  such  prepay¬ 
ment  occurs.  No  such  refimd  shall  be 
made  in  any  case  where  the  prepay¬ 
ment  occurs  in  the  twelfth  month  of 
the  premium  year. 

§  228.275  Payment  of  delinquent  inter¬ 
est. 

The  mortgagee  may.  with  the  written 
consent  of  the  Commissioner,  apply 
partial  payments  to  delinquent  interest 
to  the  exclusion  of  prior  delinquent  prin¬ 
cipal  pajqnents  at  a  rate  not  in  excess 
of  the  Interest  rate  applicable  to  de¬ 
bentures  to  which  the  mortgagee  may 
be  entitled.  Where  the  partial  pay¬ 
ments  are  so  applied,  the  date  of  default 
shall  be  30  days  after  the  due  date  of 
the  earliest  monthly  pajnnent  any  part 
of  which  remains  unpaid. 

§  228.280  Special  forbearance  relief- 
ownership  of  ten  unit  project. 

The  Commissioners  may  consent  to  the 
mortgagee  entering  Into  a  written  agree¬ 
ment  with  the  mortgagor  providing  for 
a  postponement  for  a  period  not  to  ex¬ 


ceed  1  year  of  that  part  of  the  monthly 
pajonent  which  represents  amortization 
of  principal  where  the  mortgagor  Is  the 
owner  of  a  group  of  properties  consist¬ 
ing  of  a  project  of  not  less  than  10 
rental  units.  Such  agreement  shall  ob¬ 
ligate  the  mortgagor  to  deposit  with  the 
mortgagee  the  entire  net  Income  from 
all  of  the  properties  comprising  the  proj¬ 
ect.  under  arrangements  satisfactory  to 
the  Commissioner.  The  agreement  shall 
also  obligate  ^he  mortgagor  to  resume 
monthly  pajrments  after  the  effective 
period  of  the  agreement  In  such  amounts 
as  will  completely  amortize  the  mort¬ 
gage  Indebtedness  within  the  original 
maturity.  The  agreement  shall  In  no 
way  affect  the  amount  of  the  annual 
MIP  which  shall  continue  to  be  calcu¬ 
lated  in  accordance  with  the  original 
amortization  provisions. 

§  228.28.5  EiTcct  of  special  forbearanre 
agreement  on  default  and  MIP. 

If  the  mortgagee  withholds  foreclo¬ 
sure  proceedings  against  the  mortgagor 
pursuant  to  the  provisions  of  a  forbear¬ 
ance  agreement  approved  by  the  Com¬ 
missioner,  partial  payments  on  the  mort¬ 
gage  received  by  the  mortgagee  shall  be 
applied  and  reapplied  In  the  manner 
prescribed  In  such  agreement.  Where 
payments  are  so  applied,  the  date  of  de¬ 
fault  shall  be  30  days  after  the  due  date 
of  the  earliest  monthly  payment,  any 
part  of  which  remains  unpaid.  In  such 
instances,  the  Commissioner  may  not  re¬ 
quire  the  payment  of  MIP  or  any  portion 
thereof  to  the  extent  that  partial  pay¬ 
ments  received  from  the  mortgagor 
during  the  period  of  forbearance  are  In- 
sufBclent  to  pay  such  premiums  after 
applying  the  partial  pajrments  to  delin¬ 
quent  Interest.  The  rate  of  delinquent 
Interest  shall  be  not  In  excess  of  the 
Interest  rate  applicable  to  debentures  to 
which  the  mortgagee  may  be  entitled. 

§  228.290  Insurance  benefits— conveyed 
properties — foreclosure  costs. 

All  of  the  provisions  of  S  203.402  of 
this  chapter  shall  govern  the  computa¬ 
tion  of  the  items  Included  In  Insurance 
benefits  for  conveyed  properties,  except 
that  In  lieu  of  the  allowance  In  para¬ 
graph  (f)  of  i  203.402  of  this  chapter  for 
foreclosure  costs  or  for  the  costs  of  ac¬ 
quiring  the  property  otherwise,  there 
shall  be  Included  on  account  of  such 
costs.  In  those  cases  involving  mortgages 
on  which  the  unpaid  principal  obligation 
at  the  time  of  the  Institution  of  fore¬ 
closure  exceeds  80  percent  of  the  ap¬ 
praised  value  of  the  property  as  of  the 
date  the  mortgage  was  accepted  for  In 
surance,  an  amount  not  In  excess  of  the 
greater  of  the  following: 

(a)  Two  percent  of  the  impald  prin¬ 
cipal  of  the  mortgage  as  of  the  date  of 
the  Institution  of  foreclosure  proceed¬ 
ings,  but  not  in  excess  of  $75;  or 

(b)  Two-thirds  of  the  foreclosure 
costs  or  the  costs  of  acquiring  the  prop¬ 
erty  otherwise. 

§  228.295  Debenture  interest  rate. 

Debentures  shall  bear  Interest  from 
the  date  of  Issue,  payable  semiannually 
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on  the  first  day  of  January  and  the  first 
day  of  July  of  each  year  at  the  rate  of 
percent  per  annum  In  the  case  of 
mor^ages  endorsed  for  insurance  prior 
to  July  8.  1953,  and  at  the  rate  of  2% 
percent  per  anniim  In  the  case  of  mort¬ 
gages  endorsed  for  Insurance  on  or  after 
July  8.  1953  and  piusuant  to  commit¬ 
ments  Issued  prior  to  May  29,  1954,  and 
at  the  rate  of  percent  per  annum 
In  the  case  of  mortgages  endorsed  for 
Insurance  after  May  29,  1954,  and  pur¬ 
suant  to  commitments  Issued  prior  to 
August  9,  1954,  and  at  the  rate  In  effect 
as  of  the  date  the  commitment  was 
Issued  or  as  of  the  date  the  mortgage 
was  endorsed  for  Insurance  In  the  case 
of  mortgages  committed  or  endorsed  for 
Insurance  on  or  after  August  9,  1954. 
The  following  additional  Interest  ratee 
are  effective  for  the  dates  listed: 


Ellective  rate  (percent) 

On  or  after— 

Prior  to— 

m . 

Auk.  9.  IBM 
Jan.  1,  le.'M 
July  1.  lais 
July  1,1 9M 
Jan.  1.1967 
July  1. 1957 

Jan.  1,1965 
July  1,1965 
July  1, 1956 
Jan.  1, 1967 
July  1, 1967 

«4  .  _ 

2H . 

%  _ 

lU  _ 

iH  _ 

§  228.300  Maturity  of  debenturr.H. 

Debentures  shall  mature  as  follows: 

(a)  Where  the  mortgage  was  Insured 
pursuant  to  a  commitment  Issued  prior 
to  August  9,  1954,  the  debentures  shall 
mature  10  years  after  the  date  of  Issue 
of  such  debentures. 

(b)  Where  the  mortgage  was  Insured 
pursusmt  to  a  commitment  Issued  on  or 
after  August  9, 1954,  the  debentures  shall 
mature  20  years  after  the  date  of  Issue  of 
such  debentures. 

§  228.305  Applicability  to  oulMtanding 
mortgages  and  commitments. 

The  regulations  In  this  part  are  effec¬ 
tive  as  to  all  mortgages  on  which  a 
commitment  to  Insure  is  ls.sued  to  an 
approved  mortgagee  on  or  after  August 
11,  1954. 

PART  229— NATIONAL  DEFENSE 
RENTAL  HOUSING  MORTGAGE 
INSURANCE  [SEC.  9081 

Subpart  A — Eligibility  Rsquiremsntt  IRetsrvsdl 

Subpait  B — Contract  Rights  and  Obligations 

Sec. 

229.261  Incorporation  by  reference. 

229.252  Effective  date. 

Authoritt:  The  provisions  of  this  Part 
229  Issued  under  sec.  907,  66  Stat.  301;  19 
U.S.C.  1760f,  unless  otherwise  noted. 

Subpart  A — Eligibility  Requirements 
[Reserved] 

Subpart  B — Contract  Rights  and 
Obligations 

§  229.251  Incorporation  by  reference. 

All  of  the  provisions  of  Subpart  B, 
Part  207  of  this  chapter  concerning 
rights  and  obligations  of  a  mortgagee 
pursuant  to  an  Insurance  contract  imder 
section  207  of  the  act  apply  to  mortgages 
Insured  pursuant  to  section  908  of  the 
act  except  for  the  purposes  of  this  part: 


(a)  References  In  Part  207  of  this 
chapter  to  section  207  of  the  act  shall  be 
deemed  to  mean  section  908  of  the  act. 

(b)  Debentures  shall  mature  as 
follows: 

(1)  Where  the  mortgage  was  Insured 
pursuant  to  a  commitment  Issued  prior 
to  August  13,  1954,  the  debentures  shall 
mature  10  years  after  the  date  of  Issue 
of  such  debentures. 

(2)  Where  the  mortgage  was  Insured 
pursuant  to  a  commitment  Issued  on  or 
after  August  13,  1964,  the  debentures 
shall  mature  20  years  after  the  date  of 
Issue  of  such  debentures. 

(Interpret  or  apply  sec.  908,  65  Stat.  301,  as 
amended;  12  U.S.C.  1750g) 

§229.252  Effective  date. 

The  provisions  of  this  part  shall  be 
effective  as  to  all  mortgages  with  respect 
to  which  a  commitment  to  Insure  shall 
be  Issued  on  or  after  the  date  hereof. 

PART  231— HOUSING  MORTGAGE 
INSURANCE  FOR  THE  ELDERLY 

Subpart  A — Eligibility  Requirements 

Sec. 

23 1 . 1  Incorporation  by  reference. 

231.2  peflnltlons. 

231.3  Maximum  mortgage  amoimts — new 

construction. 

231.4  Maximum  mortgage  amounta — re- 

habUltatlon  projects. 

231.6  Increased  mortgage  amounts — ele¬ 
vator  type  Btructuree. 

231.6  Increased  mortgage  amounts — high 

cost  areas. 

231.7  Loans  to  cover  two  year  operating 

loss. 

231.8  Supervision  of  mortgagors. 

231.9  Eligible  occupants. 

231.10  Development  oif  property. 

231.10a  Certtfleate  of  ooet  requirements. 
231.10b  Form  of  contract. 

231.11  Oertlflcates  of  actual  cost. 

231.11a  Bunder'S  and  sponsor's  profit  and 

risk  allowance. 

231.11b  Oontractor’s  certification. 

231.12  Private  mortgagor — nonprofit:  pre¬ 

payment  privilege  and  prepay¬ 
ment  ebargee. 

231.13  Private  mortgagor — profit  prepay¬ 

ment  prlvUeges  and  prepayment 
chargee. 

231.14  Late  charge. 

Subpart  8— Contract  Rights  and  Obligations 
23 1 .251  Incorporation  by  reference. 

Authoritt:  The  provlslona  of  this  Part  231 
issued  under  sec.  211,  62  Stat.  23,  as  amended, 
sec.  231,  73  Stat.  685;  12  UJ3.0.  1715b.  1716v. 

Subpart  A — Eligibility  Requirements 
§  231.1  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  A. 
Part  207  of  this  chapter  concerning 
eligibility  requirements  of  mortgages 
covering  multifamily  housing  xmder  sec¬ 
tion  207  of  the  National  Housing  Act 
apply  to  mortgages  on  projects  for  the 
elderly  Insured  imder  section  231  of  the 
National  Housing  Act  except  the  follow¬ 
ing  provisions: 

Sec. 

207.4  Maximum  mortgage  amounts. 

207.11  Soundness  of  im>jeot. 

207.14  Prepayment  privilege;  pr^jxiyment 

and  late  charges. 

207.17  Classification. 


Sec. 

207.19  Required  supervision  of  private 

Mortgagors. 

207.20  Occupancy  requirements. 

207.24  Development  of  property. 

207.26  Certificate  of  cost  requirements. 
207126  Form  of  contract. 

207127  Certificates  of  actual  cost. 

20733  EllglblUty  of  mortgages  on  trailer 
courts  or  parks  for  trailer  coach 
mobile  dweUlngs. 

(b)  For  the  purposes  of  this  subpart 
all  references  in  Part  207  of  this  chapter 
to  section  207  of  the  Act  shall  be  con¬ 
strued  to  refer  to  section  231  of  the  Act. 

§  231.2  Definitions. 

As  used  In  this  subpart,  the  following 
terms  shall  have  the  meaning  indicated : 

(a)  [Reserved] 

(b)  “Act”  means  the  National  Housing 
Act,  as  amended. 

(c)  "Enderly  person”  means  any  per¬ 
son  married  or  single,  63  years  of  age  or 
more. 

(d)  “Housing  for  the  elderly”  means 
eight  or  more  new  or  rehabilitated  living 
units  which  are  specially  designed  for 
the  use  and  occupancy  of  elderly  per¬ 
sons. 

(e)  “Mortgagee”  means  the  original 
lender  imder  a  mortgage,  and  Its  suc¬ 
cessors  and  assigns,  and  includes  the 
holders  of  credit  Instruments  Issued 
under  a  trust  Indenture,  mortgage  or 
deed  of  trust  pursuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 

(f)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  Its  suc¬ 
cessors  and  assigns. 

(g)  “Maturity  date”  means  the  date 
on  which  the  mortgage  Indebtedness 
would  be  extinguished  if  paid  In  accord¬ 
ance  with  the  periodic  payments  pro¬ 
vided  for  in  the  mortgage. 

(h)  “Replacement  cost”  means  the 
Commissioner’s  estimate  of  the  construc¬ 
tion  cost  of  the  property  or  project  when 
the  proposed  Improvements  are  com¬ 
pleted.  The  rephwjement  cost  may  In¬ 
clude  the  land,  the  proposed  physical  Im¬ 
provements,  utilities  within  the  bound¬ 
aries  of  the  land,  architect’s  fees,  taxes. 
Interest  during  construction  and  other 
miscellaneous  chargee  Incident  to  con¬ 
struction  and  approved  by  the  Commis¬ 
sioner. 

(I)  “Private  Mortgagor— Profit”  means 
any  mortgagor  approved  by  the  Commis¬ 
sioner,  which,  until  the  termination  of 
aU  obligations  of  the  Commissioner  un¬ 
der  the  Insurance  contract  and  during 
such  further  period  of  time  as  the  Com¬ 
missioner  shall  be  the  owner,  holder,  or 
reinsurer  of  the  mortgage,  may  In  the 
Comissloner’s  discretion  be  regulated 
or  restricted  as  to  rents  or  sales,  charges, 
capital  structure,  rate  of  return  and 
methods  of  operation. 

(J)  “Private  Mortgagor — Nonprofit’’ 
means  a  corporation  or  association  or¬ 
ganized  for  purposes  other  than  the 
making  of  profit  or  gain  for  itself  or 
persons  identified  therewith  and  which 
the  Commissioner  finds  is  In  no  manner 
controlled  by  nor  under  the  direction  of 
persons  or  firms  seeking  to  derive  profit 
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or  gain  therefrom.  Such  a  mortgagor 
shall  be  regulated  or  supervised  under 
federal  or  state  laws  or  by  political  sub¬ 
divisions  of  states  or  agendas  thereof,  or 
the  Federal  Housing  Commissioner,  as 
to  rents,  charges,  and  methods  of  oper¬ 
ation.  The  regtUatlon  or  supervision  of 
the  mortgagor  shall  be  In  such  manner 
as.  In  the  opinion  of  the  Commissioner, 
will  effectuate  the  purposes  of  this 
subpart. 

(k)  “Public  Mortgagor"  means  a  Fed¬ 
eral  or  State  Instrumentality,  a  munici¬ 
pal  corporate  instrumentality  of  one  or 
more  States,  or  nonprofit  development 
or  housing  corporation  restricted  by  Fed¬ 
eral  or  State  laws  or  regulations  of  State 
banking  or  Insurance  departments  as  to 
rents,  charges,  capital  structure,  rate  of 
return,  or  methods  of  operation. 

(l)  “Handicapped  person”  means  a 
person  who  has  a  physical  Impairment 
which: 

(1)  Is  expected  to  be  of  a  long-con¬ 
tinued  and  Indefinite  duration; 

(2)  Substantisdly  impedes  his  ability 
to  live  Independently;  and 

(3)  Is  of  such  nature  that  his  ability 
to  live  Independently  could  be  Improved 
by  more  suitable  housing  conditions. 

§  231.3  Maximum  mortgagr  amounts — 
new  construction. 

The  mortgage  shall  involve  a  princi¬ 
pal  obligation  not  in  excess  of  the 
following: 

(a)  Dollar  amount  limitation.  (1) 
$12,500,000  if  executed  by  a  Private  Mort¬ 
gagor; 

(2)  $50,000,000  if  executed  by  a  Public 
Mortgagor. 

(b)  Family  unit  limitations.  For  such 
part  of  the  property  or  project  attributa¬ 
ble  to  dwelling  use  (excluding  exterior 
land  improvement  as  defined  by  the 
Commissioner)  an  amount  per  family 
unit,  depending  on  the  number  of  bed¬ 
rooms,  which  may  be; 

(1)  $8,800  without  a  bedroom. 

(2)  $12,375  with  one  bedroom. 

(3)  $14,850  with  two  bedrooms. 

(4)  $18,700  with  three  bedrooms. 

(5)  $21,175  with  four  or  more  bed¬ 
rooms. 

(c)  Replacement  cost  limitation.  (1) 
The  Commissioner’s  estimate  of  the  re¬ 
placement  cost  of  the  property  or  project 
when  the  proposed  Improvements  are 
completed  if  executed  by  a  Private  Mort¬ 
gagor — ^Nonprofit  or  a  Public  Mortgagor. 
The  replacement  cost  may  include  the 
land,  the  proposed  physical  improve¬ 
ments,  utilities  within  the  boundaries  of 
the  land,  architect’s  fees,  taxes,  inter¬ 
est  during  construction  and  other  mis¬ 
cellaneous  charges  incident  to  construc¬ 
tion  and  approved  by  the  Commissioner. 

(2)  90  percent  of  the  Commissioner’s 
estimate  of  the  replacement  cost  of  the 
property  or  project  when  the  proposed 
improvements  are  completed  if  executed 
by  a  Private  Mortgagor — Profit.  The 
replacement  cost  may  include  the  land, 
the  proposed  physical  improvements, 
utilities  within  the  boundailes  of  the 
land,  architect’s  fees,  taxes,  interest  dur¬ 
ing  construction  and  other  miscellaneous 
charges  incident  to  construction  and  ap- 
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proved  by  the  Commissioner  and  shall 
include  an  allowance  for  builders  and 
sponsors  profit  and  risk  of  10  percent  of 
the  foregoing  Items  exclusive  of  land  un¬ 
less  the  Commissioner,  after  certifying 
such  allowance  is  unreasonable,  pre¬ 
scribes  a  lesser  percentage. 

(d)  Reduced  mortgage  amount  — 
leaseholds.  In  the  event  the  mortgage  is 
on  a  leasehold  estate  rather  than  on  a 
fee  simple  holding,  the  value  or  replace¬ 
ment  cost  of  the  property  on  which  the 
mortgage  is  based  is  the  value  or  replace¬ 
ment  cost  of  the  property  in  fee  simple 
reduced  by  an  amount  equal  to  the  capi¬ 
talized  value  of  the  groimd  rent. 

§  231.4  Maximum  mortgage  amounts — 
rehabilitation  projects. 

(a)  Principal  obligation  o/  mortgage. 
In  the  case  of  properties  other  than  new 
construction,  the  principal  obligation  of 
the  mortgage  shall  not  exceed : 

(1)  Public  Mortgagor  and  Private 
Mortgagor — Nonprofit^  For  a  Public 
Mortgagor  and  a  Private  Mortgagor — 
Nonprofit,  the  Commissioner’s  estimate 
of  the  value  of  the  project  after  the  com¬ 
pletion  of  the  rehabilitation; 

(2)  Private  Mortgagor — Profit.  For  a 
Private  Mortgagor — Profit,  90  percent  of 
the  Commissioner’s  estimate  of  the  value 
of  the  project  after  the  completion  of  the 
rehabilitation. 

(b)  Adjusted  mortgage  amount — rc- 
habilitation  projects.  A  mortgage  hav¬ 
ing  a  principal  amount  computed  in 
compliance  with  the  applicable  provi¬ 
sions  of  this  section,  and  which  involves 
a  project  to  be  repaired  or  rehabilitated, 
shall  be  subject  to  the  following  addi¬ 
tional  limitations: 

(1)  Property  held  in  fee.  If  the  mort¬ 
gagor  is  the  fee  simple  owner  of  the 
project,  the  maximum  mortgage  amount 
shall  not  exceed  100  percent  of  the  Com¬ 
missioner’s  estimate  of  the  cost  of  the 
proposed  repairs  or  rehabilitation. 

(2)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  project 
subject  to  an  outstanding  indebtedness, 
which  is  to  be  refinanced  with  part  of 
the  insured  mortgage,  the  maximum 
mortgage  amount  shall  not  exceed: 

(i)  Nonprofit  mortgagor.  If  the  mort¬ 
gagor  is  a  nonprofit  mortgagor,  the  Com¬ 
missioner’s  estimate  of  the  cost  of  the 
repair  or  rehabilitation  plus  such  por¬ 
tion  of  the  outstanding  indebtedness  as 
does  not  exceed  the  Commissioner’s  esti¬ 
mate  of  the  fair  market  value  of  such 
land  and  improvements  prior  to  the  re¬ 
pair  or  rehabilitation;  or 

(ii)  Profit  mortgagor.  If  the  mort¬ 
gagor  is  a  profit  mortgagor,  the  Com¬ 
missioner’s  estimate  of  the  cost  of  repair 
or  rehabilitation  plus  such  portion  of  the 
outstanding  indebtedness  as  does  not 
exceed  90%  of  the  Commissioner’s  esti¬ 
mate  of  the  fair  market  value  of  such 
land  and  improvements  prior  to  the  re¬ 
pair  or  rehabilitation. 

(3)  Property  to  be  acquired.  If  the 
project  is  to  be  acquired  by  the  mortgagor 
and  the  purchase  price  is  to  be  financed 
with  a  part  of  the  insured  mortgage,  the 
maximum  mortgage  amount  shall  not 
exceed: 


(1)  Nonprofit  mortgagor.  If  the  mort¬ 
gagor  is  a  nonprofit  mortgagor,  the  Com¬ 
missioner’s  estimate  of  the  cost  of  the 
prof>osed  repair  or  rehabilitation  plus  the 
actual  purchase  price  of  the  land  and 
improvements,  but  not  in  excess  of  the 
Commissioner’s  estimate  of  the  fair 
market  value  of  such  land  and  improve¬ 
ments  prior  to  the  repair  or  rehabilita¬ 
tion;  or 

(ii)  Profit  mortgagor.  If  the  mort¬ 
gagor  is  a  profit  mortgagor; 

(a)  90%  of  the  Conunissloner’s  esti¬ 
mate  of  the  cost  of  the  repair  or  rehabil¬ 
itation,  plus 

<b)  90%  of  the  actual  purchase  price 
of  the  land  and  improvements,  or  Com¬ 
missioner’s  estimate  of  the  fair  market 
value  of  such  land  and  improvements 
prior  to  the  repair  or  rehabilitation, 
whichever  is  the  lesser  as  provided  in 
this  (b). 

(c)  Reduced  mortgage  amount — lease¬ 
holds.  In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amount  equal  to  the  capi¬ 
talized  value  of  the  ground  rent. 

§  231.5  Increased  mortgage  amounts — 
elevator  type  structures. 

In  order  to  compensate  for  the  higher 
costs  incident  to  construction  of  elevator 
type  structures  of  sound  standards  of 
construction  and  design,  the  Commis¬ 
sioner  may  increase  the  dollar  amount 
limitations  per  family  unit  as  provided  in 
§  231.3(b)  to  not  to  exceed: 

(a)  $10,450  per  family  unit  without  a 
bedroom. 

(b)  $14,850  per  family  unit  with  one 
bedroom. 

(c)  $17,600  per  family  unit  with  two 
bedrooms. 

(d)  $22,000  per  family  unit  with  three 
bedrooms. 

(e)  $25,025  per  family  unit  with  four 
or  more  bedrooms. 

§  231.6  Increased  mortgage  amounts — 
high  cost  areas. 

(a)  In  any  geographical  area  where 
the  •Commissioner  fin^  cost  levels  so  re¬ 
quire,  the  CTommissioner  may  increase,  by 
not  to  exceed  45  percent,  the  dollar 
amount  limitations  set  forth  in  §S  231.3 
(b)  and  231.5. 

(b)  If  the  Commissioner  finds  that 
because  of  high  (X)sts  in  Alaska,  Guam, 
or  Hawaii  it  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  soimd 
standards  of  construction,  design,  and 
livability  within  the  limitations  of  maxi¬ 
mum  mortgage  amounts  provided  in  this 
section,  the  principal  obligation  of  mort¬ 
gages  may  be  increased  in  such  amoimts 
as  may  be  necessary  to  compensate  for 
such  costs,  but  not  to  exceed  in  any  event 
the  maximum,  including  high  cost  area 
Increases,  if  any,  otherwise  applicable 
by  more  than  one-half  thereof. 

§  231.7  Ix>an8  to  cover  two  year  operat¬ 
ing  loM. 

(a)  Operating  lots  determination. 
When  the  Commissioner  determines  that 
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an  operating  loss  has  occurred  during 
the  first  2  years  following  completion 
of  the  project,  he  may,  in  his  discretion, 
accept  for  insurance  under  this  part,  a 
loan  to  cover  such  loss.  For  the  purposes 
of  this  section,  an  operating  loss  shall 
occxir  when  the  Commissioner  determines 
that  the  total  of  the  taxes.  Interest  on  the 
mortgage  debt,  mortgage  insurance  pre¬ 
miums,  hazard  insurance  premiums,  and 
the  expense  of  maintenance  and  opera¬ 
tion  of  the  project  (excluding  deprecia¬ 
tion)  exceeds  the  project  income. 

(b)  Security  instrument.  The  loan 
shall  be  secured  by  an  instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the 
project  is  located. 

(c)  Maximum  interest  rate.  The  loan 
may  bear  interest  at  such  rate  as  may  be 
agreed  upon  by  the  mortgagee  and  the 
mortgagor,  but  in  no  case  shall  such  rate 
exceed  the  rate  in  effect  imder  §  231.2  on 
the  date  the  commitment  is  Issued.  In¬ 
terest  shall  be  payable  in  monthly  install¬ 
ments  on  the  principal  then  outstanding. 

(d)  Maturity.  The  loan  shall  be  lim¬ 
ited  to  a  term  not  exceeding  the  xmex- 
pired  term  of  the  original  mortgage. 

§  231.8  Supervision  of  mortgagors. 

(a)  Private  Mortgagor — Profit.  All  of 
the  provisions  of  §  207.19  of  this  chapter 
apply  to  mortgages  executed  by  a  Private 
Mortgagor — ^Profit. 

(b)  Private  Mortgagor — Nonprofit. 
All  of  the  provisions  of  S  207.19  of  this 
chapter  apply  to  mortgages  executed 
by  a  Private  Mortgagor — nonprofit  ex¬ 
cept  that: 

(1)  A  private  mortgagor — nonprofit 
shall  not  be  subject  to  the  provisions  of 
S  207.19(b)  of  this  chapter  (rate  of  re¬ 
turn) ;  5  207.19(c)(1)  of  this  chapter 
(the  requirement  of  a  deposit,  in  cases 
Involving  the  insurance  of  advances,  to 
meet  the  cost  of  equipping  and  renting 
the  project  subsequent  to  construction 
and  to  provide  for  accruals  to  meet  pay¬ 
ment  of  taxes,  ground  rents,  mortgage 
insurance  premiums,  property  Insurance 
premiums  and  assessments) ;  §  207.19(e) 
of  this  chapter  (rents  and  charges) ; 
5  207.19(g)  of  this  chapter  (mortgagor’s 
equity  investment) ;  and  5  207.19(h)  of 
this  chapter  (advance  amortization) . 

(2)  In  connection  with  a  Private 
Mortgagor — Nonprofit  the  provisions  of 
§  207.19(d)  of  this  chapter  (Labor 
standards  and  prevailing  wage  require¬ 
ments),  may  be  waived  in  those  cases 
where  laborers  or  mechanics  not  other¬ 
wise  employed  at  any  time  on  the  project 
voluntarily  donate  their  services  with¬ 
out  full  compensation  for  tlie  purpose  of 
lowering  construction  costs  and  the 
Commissioner  determines  that  amoimts 
thus  saved  are  fully  credited  to  the  Pri¬ 
vate  Mortgagor — Nonprofit.  No  charge 
shall  be  made  by  a  Private  Mortgagor — 
Nonprofit  for  accommodations,  facilities 
or  services  offered  by  the  project  except 
those  charges  approved  by  the  Commis¬ 
sioner. 

§  231.9  Eligible  occupants. 

Tlie  mortgagor  shall  establish  that 
preference  or  priority  of  opportunity  to 


rent  the  dwelling  imits  covered  by  the 
mortgage  will  be  given  to  elderly  persons 
and  to  handicapped  persons. 

§  231.10  Development  of  property. 

(a)  Commercial  and  special  facilities. 
The  project  may  Include  such  commer¬ 
cial  and  special  facilities  as  the  Com¬ 
missioner  deems  adequate  to  ser/e  the 
occupants  of  the  project. 

(b)  Zoning,  deed  or  building  restrict 
tions.  The  project  when  constructed  or 
rehabilitated  shall  not  violate  any  mate¬ 
rial  zoning  or  deed  restrictions  appli¬ 
cable  to  the  project  site,  and  shall  com¬ 
ply  with  all  applicable  building  and  other 
governmental  requirements. 

§  231.10a  Certificate  of  cost  require¬ 
ments. 

(a)  Prior  to  initial  endorsement  of  the 
mortgage  for  insurance,  the  mortgagor, 
the  mortgagee  and  the  Commissioner 
shall  enter  into  an  agreement  approved 
by  the  Commissioner  for  the  purpose  of 
precluding  any  excess  of  mortgage  pro¬ 
ceed  over  statutory  limitations.  Under 
this  agreement,  the  mortgagor  shall  dis¬ 
close  its  relationship  with  the  builder, 
including  any  collateral  agreement,  and 
with  subcontractors  and  suppliers.  It 
shall  also  agree: 

(1)  To  enter  into  a  construction  con¬ 
tract  in  a  form  meeting  the  requirements 
of  §  231.10b.  , 

(2)  To  execute  a  certificate  of  actual 
cost  upon  completion  of  all  physical  im¬ 
provements  on  the  mortgaged  property. 

(3)  To  apply  in  reduction  of  the  out¬ 
standing  balance  of  the  princii>al  of  the 
mortgage  any  excess  of  mortgage  pro¬ 
ceeds  over: 

(1)  In  the  case  of  a  private  mort¬ 
gagor — profit,  90  i>ercent  of  actual  cost. 

(li)  In  the  case  of  a  public  mortgagor 
and  private  mortgagor — nonprofit,  100 
percent  of  actual  cost. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  relating  to  disclosure  and 
the  requirement  for  a  construction  con¬ 
tract  shall  not  apply  where  the  mort¬ 
gagor  is  the  general  contractor. 

§  231.10b  Form  of  contract. 

(a)  In  general.  Tlie  contract  between 
the  mortgagor  and  the  general  con¬ 
tractor  shall  be  in  the  form  of  either  a 
lump  sum  contract  or  a  cost  plus  con¬ 
tract.  The  lump  sum  contract  shall  pro¬ 
vide  for  the  payment  of  a  specified 
amount.  The  cost  plus  contract  shall 
provide  for  the  payment  of  the  actual 
cost  of  construction,  not  to  exceed  an 
upset  price,  and  may  Include  a  provision 
for  an  additional  payment  to  the  builder 
of  a  fee  in  an  amount  allowed  by  the 
Commissioner. 

(b)  Lump  sujn  contract.  A  lump  sum 
contract  may  be  used  where  it  is  estab¬ 
lished  to  tlfie  satisfaction  of  the  Commis¬ 
sioner  that  no  Identity  of  Interest  exists 
between  the  mortgagor  or  „ny  of  its  of¬ 
ficers,  directors,  stockholders  o.’  partners 
and  the  general  contractor,  and  where 
the  mortgage  is  executed  by  a  private 
mortgagor — profit  or  a  public  mortgagor. 


(c)  Cost  plus  contract.  A  cost  plus 
contract  shall  be  used  in  each  of  the 
following  instances: 

(1)  Where  it  is  determined  by  the 
Commissioner  that  an  identity  of  Interest 
exists  between  the  mortgagor  or  any  of 
its  oflBcers,  directors,  stockholders  or 
partners  and  the  general  contractor. 

(2)  Where  the  mortgage  is  executed 
by  a  private  mortgagor — nonprofit,  un¬ 
less  it  is  established  to  the  Commis¬ 
sioner’s  satisfaction  that  a  cost  plus  form 
of  contract  is  not  required  to  protect  his 
Interests  and  the  Interests  of  the  mort¬ 
gagor,  in  which  case  a  lump  sum  foim  of 
contract  may  be  used. 

§231.11  Certificates  of  actual  co«>t. 

(a)  Mortgagor’s  certificate. — (1)  Sub¬ 
mission  of  certificate.  The  mortgagor’s 
certificate  of  actual  cost,  in  a  form  pre¬ 
scribed  by  the  Commissioner,  shall  be 
submitted  prior  to  final  endorsement  and 
upon  completion  of  the  improvements  to 
the  satisfaction  of  the  Commissioner. 

(2)  Items  to  be  included.  The  certifi¬ 
cate  shall  show  the  actual  cost  to  the 
mortgagor  of: 

(i)  The  cost  plus  construction  con¬ 
tract,  including  the  builder’s  fee  actually 
paid  and  approved  by  the  Conmiissloner: 
or  the  liunp  smn  construction  contract; 
or  the  cost  of  the  construction  of  the 
project,  where  the  mortgagor  also  acts 
as  the  general  contractor  and  no  con¬ 
struction  contract  is  executed. 

(il)  'The  architect’s  fee. 

(iii)  The  offsite  public  utilities  and 
streets  not  included  in  subdivision  (1)  of 
this  subparagraph. 

(Iv)  The  organizational  and  legal  ex¬ 
penses. 

(v)  The  other  Items  of  expense  ap¬ 
proved  by  the  Oommlssloner. 

(3)  Items  not  to  be  included.  The 
certificate  shall  not  Include  as  actual  cost 
any  kickbacks,  rebates,  trade  discounts, 
or  other  similar  payments  to  the  mort¬ 
gagor  or  to  any  of  its  ofllcers,  directors, 
stockholders  or  partners.  Any  such  pay¬ 
ments  shall  be  deducted  from  the  costs 
determined  under  subparagraph  (2)  of 
this  paragraph. 

(b)  Records.  ’The  mortgagor  shall 
keep  and  maintain  adequate  records  of 
all  cost  of  any  construction  or  other  cost 
items  not  representing  work  under  the 
general  contract  and,  in  the  case  of  a 
cost  plus  contract,  shall  require  the 
builder  to  keep  similar  records  and,  uix)n 
request  by  the  Commissioner,  shall  make 
av^Iable  for  examination  such  records 
including  any  collateral  agreements. 

(c)  Certificate  of  public  accountant 
The  certificate  of  actual  cost  shall  b<' 
verified  by  an  Independent  Certified  Pub¬ 
lic  Accountant  or  independent  public  ac¬ 
countant  in  a  manner  acceptable  to  the 
Commissioner. 

§  2.31.1  la  Ituililcr's  and  sponsor'^  profit 
and  risk  allowance. 

(a)  In  general.  The  mortgagor’s  cer¬ 
tificate  of  actual  cost  shall  Include  (ex¬ 
cept  in  a  case  involving  a  nonprofit  mort¬ 
gagor)  an  allowance  for  builder’s  and 
sponsor’s  profit  and  risk,  the  amoimt  of 
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which  shall  be  dependent  upon  a  deter¬ 
mination  by  the  Commissioner  as  to 
whether  or  not  there  exists  an  identity 
of  Interest  between  the  mortgagor  or  any 
of  Its  oflacers,  directors,  stockholders,  or 
partners  and  the  general  contractor. 

(b)  Identity  of  interest  cases.  Where 
an  Identity  of  Interest  exists,  a  builder’s 
and  sponsor’s  profit  and  risk  allowance 
shall  be  Included  In  lieu  of  the  builder’s 
fee  pirovlded  for  In  8  231.11(a)  (2)  (1). 
nils  allowance  shall  be  10  percent  of  the 
actual  cost  computed  In  accordance  with 
§  231.11(a)  excluding  the  following 
Items: 

(1)  Any  builder’s  fee  actually  paid  and 
approved  by  the  Commissioner.  ('This 
fee  shall  be  paid  out  of  the  builder’s  and 
sponsor’s  profit  and  risk  allowance.) 

(2)  ’The  cost  of  the  land  or  any 
amount  paid  for  a  leasehold. 

(3)  The  value  of  the  land  and  im¬ 
provements  prior  to  repair  or  rehabilita¬ 
tion  plus  the  amount  of  the  mortgage 
proceeds  used  to  refinance  any  outstand¬ 
ing  Indebtedness  on  the  property  where 
the  mortgage  Involves  the  financing  of 
repair  or  rehabilitation. 

(c)  Nonidentity  of  interest  cases. 
Where  no  Identity  of  Interest  exists,  a 
sponsor’s  profit  and  risk  allowance  shall 
be  includ^.  This  allowance  shall  be  10 
percent  of  the  actual  cost  computed  In 
accordance  with  8  231.11(a)  excluding 
the  following  Items: 

(1)  The  amounts  paid  by  tlie  mort¬ 
gagor  under  the  construction  contract. 

(2)  The  cost  of  the  land  or  any 
amoxmt  paid  for  a  lesisehold. 

(3)  The  value  of  the  land  and  Im¬ 
provements  prior  to  repair  or  rehabili¬ 
tation  plus  the  amount  of  the  mortgage 
proceeds  used  to  refinance  any  outstand¬ 
ing  Indebtedness  on  the  property  where 
the  mortgage  involves  the  financing  of 
repair  or  rehabilitation. 

(d)  Nonapplicability  to  nonprofit 
mortgagor.  The  provisions  of  paragraphs 

(a)  through  (c)  of  this  section  shall  not 
be  applicable  to  a  project  involving  a 
nonprofit  mortgagor. 

§231.1  lb  Contractor's  certification. 

(a)  Certification  by  general  contrac¬ 
tor.  Where  a  cost  pltis  form  of  contract 
Is  used  by  a  cooperative  mortgagor  or 
where  any  other  type  of  mortgagor  is 
required  by  the  Commissioner  to  use 
such  contract,  the  mortgagor  shall  sub¬ 
mit  along  with  Its  certificate  of  actual 
cost  a  certification  of  the  general  con¬ 
tractor,  In  a  form  prescribed  by  the 
Commissioner,  as  to  all  actual  costs  paid 
for  labor,  materials  and  subcontract 
work  under  the  general  contract  exclu¬ 
sive  of  the  builder’s  fee  and  any  kick- 
backs,  rebates,  trade  discounts,  or  other 
similar  pasmients  to  the  general  con¬ 
tractor,  the  mortgagor,  or  any  of  Its 
ofiBcers,  directors,  stockholders  or  part¬ 
ners. 

(b)  Certification  by  subcontractor. 
Where  It  Is  determined  by  the  Commis¬ 
sioner  that  an  Identity  of  Interest  exists 
between  the  mortgagor  or  any  of  Its 
officers,  directors,  stockholders  or  part¬ 
ners  and  any  subcontractor,  material 
supplier,  or  equipment  lessor,  the  moit- 


gagor  may  be  required  by  the  Commis¬ 
sioner  to  submit  a  certification  of  actual 
cost  by  such  subcontractor,  material 
supplier,  or  equipment  lessor.  In  a  form 
prescribed  by  the  Conunlssloner,  as  to 
all  actual  costs  paid  for  labor,  materials, 
subcontracts  and  overhead  exclusive  of 
any  kickbacks,  rebates,  trade  discounts, 
or  other  slmll  .-.r  payments  to  the  general 
contractor,  the  mortgagor,  or  any  of  Itj 
officers,  directors,  stockholders  or  part¬ 
ners.  Where  the  use  of  a  cost  plus  form 
of  contract  Is  required  by  the  Commis¬ 
sioner,  and  it  Is  determined  by  the  Com¬ 
missioner  that  an  Identity  of  Interest 
exists  between  the  general  contractor 
and  any  subcontractor,  material  sup¬ 
plier.  or  equipment  lessor,  the  mortgagor 
may  be  required  by  the  Commissioner  to 
submit  a  certification  of  actual  cost  by 
such  subcontractor,  material  supplier,  or 
equipment  lessor. 

§  231.12  Private  mortgagor — nonprofit; 
prepayment  privilege  and  prepay¬ 
ment  eharges. 

In  the  case  of  a  private  mortgagor- 
nonprofit: 

(a)  Prepayment  in  full.  The  mort¬ 
gage  indebtedness  may  be  prepaid  In  full 
and  the  Commissioner’s  controls  termi¬ 
nated  only  upon  the  condition  that  the 
Conunissioner’s  prior  consent  Is  obtained 
and  upon  such  terms  and  conditions  as 
the  Commissioner  may  prescribe. 

•  (b)  Partial  prepayments.  With  the 
prior  written  approval  of  the  Commis¬ 
sioner,  partial  prepayments  may  be 
made  for  the  purpose  of  reducing  suc¬ 
ceeding  monthly  payments  of  the  re¬ 
maining  balance  as  recast  over  the  re¬ 
maining  portion  of  the  original  mort¬ 
gage  term. 

(c)  Optional  provision.  The  mort¬ 
gage  may.  If  required  by  the  mortgagee, 
contain  a  provision  that,  prior  to  ma¬ 
turity,  and  with  the  approval  of  the 
Commissioner,  partial  prepayments  may 
be  made,  after  thirty  days’  written  notice 
to  the  mortgagee,  on  any  principal  pay¬ 
ment  date.  If  prepayments  are  made  In 
any  calendar  year  in  excess  of  15  per¬ 
cent  of  the  original  face  amoimt  of  the 
note,  a  reasonable  charge  on  such  excess 
may  be  allowed  as  agreed  upon  between 
the  mortgagor  and  the  mortgagee,  except 
that  no  charge  may  be  made  where  the 
prepayment  is  made  by  a  guarantor  pur¬ 
suant  to  a  guaranty  agreement. 

§  231.13  Private  mortgagor — profit  pre¬ 
payment  privileges  and  prepayment 
charges. 

In  the  case  of  a  private  mortgagor- 
profit: 

(a)  Prepayment  privilege.  The  mort¬ 
gage  shall  contain  a  provision  permitting 
the  mortgagor  to  prepay  the  mortgage 
in  whole  or  in  part  upon  any  Interest 
payment  date  after  giving  to  the  mort¬ 
gagee  30  days’  notice  In  writing  In  ad¬ 
vance  of  Its  Intention  to  so  prepay. 

(b)  Prepayment  charge.  The  mort¬ 
gage  may  contain  a  provision  for  such 
additional  charge  in  the  event  of  pre¬ 
payment  of  principal  as  may  be  agreed 
upon  between  the  mortgagor  and  mort¬ 
gagee.  However,  the  mortgagor  shall 


be  permitted  to  prepay  up  to  15  percent 
of  the  original  principal  amount  of  the 
mortgage  In  any  one  calendar  year  with¬ 
out  any  such  additional  charge.  Any 
reduction  In  the  original  principal 
amount  of  the  mortgage  resulting  from 
the  certification  of  cost  requirements  of 
this  part  shall  not  be  construed  as  a  pre¬ 
payment  of  the  mortgage. 

§  231.14  Late  charge. 

’The  mortgage  may  provide  for  the 
collection  by  the  mortgagee  of  a  late 
charge,  not  to  exceed  2  cents  for  each 
dollar  of  each  payment  to  interest  or 
principal  more  than  15  days  in  arrears, 
to  cover  the  expense  Involved  In  handling 
delinquent  payments.  Late  charges  shall 
be  separately  charged  to  and  collected 
from  the  mortgagor  and  shall  not  be  de¬ 
ducted  from  any  aggregate  monthly 
payment. 

Subpart  B — Contract  Rights  and 
Obligations 

§  231.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Part  207, 
Subpart  B  of  this  chapter  covering  mort¬ 
gages  insured  under  section  207  of  the 
National  Housing  Act  apply  to  mort¬ 
gages  insured  under  section  231  of  such 
Act. 

(b)  For  the  purposes  of  this  subpart 
all  references  In  Part  207  of  this  chapter 
to  section  207  of  the  Act  shall  be  con¬ 
strued  to  refer  to  section  231  of  the  Act. 

PART  232— NURSING  HOMES  AND 
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Authoritt:  The  provisions  of  this  Part  232 
Issued  under  sec.  211,  52  Stat.  23,  as  amended, 
sec.  232,  73  Stat.  663;  12  TT.S.C.  1715b,  1716w. 

Subpart  A — Eligibility  Requirements 

DEFimnoNs 

§  232.1  Definitions. 

As  used  In  this  subpart,  the  following 
terms  shall  have  the  meaning  indicated. 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representatives. 


(b)  “Act”  means  the  National  Housing 
Act,  as  amended. 

(c)  “Mortgagee”  means  the  original 
lender  imder  a  mortgage,  and  Its  suc¬ 
cessors  and  assigns,  and  includes  the 
holders  of  credit  Instruments  issued 
under  a  trust  Indenture,  mortgage  or 
deed  of  trust  pursuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named.  The  mortgagee  shall 
meet  the  eligibility  qualifications  and  re¬ 
quirements  of  S§  203.1  to  203.4  and  203.6 
to  203.9  of  this  chapter. 

(d)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  its  suc¬ 
cessors  and  assigns. 

(e)  “Mortgage”  means  such  a  first  lien 
upon  real  estate  and  other  property  as 
Is  commonly  given  to  secure  advances 
on,  or  the  unpaid  purchase  price  of.  real 
estate  under  the  laws  of  the  State,  dis¬ 
trict  or  territory  in  which  the  real  estate 
Is  located,  together  with  the  credit  In¬ 
strument  or  Instruments,  If  any,  secured 
thereby. 

(f)  “Insured  mortgage”  means  a 
moitg8,ge  insured  by  the  endorsement 
of  the  credit  Instnunent  by  the 
Commissioner. 

(g)  “Maturity  date”  means  the  date 
on  which  the  mortgage  Indebtedness 
would  be  extinguished  If  paid  In  accord¬ 
ance  with  periodic  payments  provided 
for  in  the  mortgage. 

(h)  “State”  includes  the  several 
States,  Puerto  Rico,  the  District  of 
Columbia,  Guam,  the  Trust  Territory  of 
the  Pacific  Islands,  and  the  Virgin  Is¬ 
lands. 

(1)  “Nursing  home”  means  a  propri¬ 
etary  facility  or  facility  of  a  private  non¬ 
profit  corporation  or  association,  licensed 
or  regulated  by  the  State  (or.  If  there  Is 
no  State  law  providing  for  such  licensing 
and  regulation  by  the  State,  by  the 
municipality  or  other  political  subdivi¬ 
sion  In  which  the  facility  Is  located) ,  for 
the  accommodation  of  convalescents  or 
other  persons  who  are  not  acutely  111  and 
not  In  need  of  hospital  care  but  who 
require  skilled  nursing  care  and  related 
medical  services.  In  which  such  nursing 
care  and  medical  services  are  prescribed 
by,  or  are  performed  imder  the  general 
direction  of,  persons  licensed  to  provide 
such  care  or  services  In  accordance  with 
the  laws  of  the  State  where  the  facility 
Is  located. 

(j)  “Project”  means  a  nursing  home 
or  interme^ate  care  facility  or  combined 
nursing  home  and  intermediate  care 
facility  which  has  been  approved  by  the 
Commissioner  under  the  provisions  of 
this  subpart. 

(k)  “Intermediate  care  facility” 
means  a  proprietai-y  facility  or  facility 
of  a  private  nonprofit  corporation  or  as¬ 
sociation  licensed  or  regulated  by  the 
State  (or  if  there  is  no  State  law  provid¬ 
ing  for  such  licensing  and  regulation  by 
the  State,  by  the  municipality  or  other 
political  subdivision  in  which  the  facil¬ 
ity  is  located)  for  the  accommodation  of 
persons  who,  because  of  incapacitating 
infirmities,  require  minimum  but  con¬ 
tinuous  care  but  are  not  in  need  of  con¬ 
tinuous  medical  or  nursing  services. 


Application  and  Certification 
§  232. .3  .Application. 

An  application  for  the  issuance  of 
either  a  conditional  or  firm  commitment 
for  insurance  of  a  mortgage  on  a  proj¬ 
ect  shall  be  submitted  by  an  approved 
mortgagee  and  by  the  sponsors  of  such 
project  through  the  local  PHA  office  on 
an  approved  PHA  fonn.  No  application 
shall  be  considered  unless  accompanied 
by  the  exhibits  called  for  by  the  form. 

§  232.6  Required  rertificates. 

(a)  Certification  by  State  agency. 
Every  application  for  Insurance  shall  be 
accompanied  by  a  certificate  executed  by 
a  State  agency  for  the  State  In  which  the 
project  Is  or  will  be  located,  designated 
In  accordance  with  section  612(a)  (1)  of 
the  Public  Health  Service  Act.  Such 
certificate  shall  evidence  that; 

( 1 )  There  is  need  for  the  project. 

(2)  There  are  in  force  in  the  State 
or  other  political  subdivision  of  the  State 
in  which  the  proposed  project  will  be 
located  reasonable  minimum  standards 
of  licensure  and  methods  of  operation 
for  the  project. 

(b)  Enforcement  of  State  standards. 
No  mortgage  shall  be  insured  under  this 
subpart  unless  tlie  Commissioner  has 
been  furnished  with  acceptable  assur¬ 
ance  from  the  appropriate  State  agency 
that  the  prescribed  standards  of  licen¬ 
sure  and  operation  will  be  applied  and 
enforced  with  respect  to  any  project  for 
which  mortgage  insurance  is  provided. 

Fees  and  Charges 

§2.32.10  Application  fur  conditional 
cunimiliiicnt. 

An  application  fee  of  $1.50  per  thou¬ 
sand  dollars  of  the  amount  of  the 
mortgage  applied  for  shall  acompany 
the  application  for  a  conditional 
commitment. 

§2.32.11  Application  for  Ti  nil  comiiiit- 
nirnt. 

An  application  for  a  firm  commitment 
shall  be  accompanied  by  the  payment  of 
an  application  fee  of  $1.50  per  thousand 
dollars  of  the  amount  of  the  mortgage 
applied  for,  is  such  fee  has  not  been  pre¬ 
viously  submitted.  A  commitment  fee,  in 
an  amount  which,  when  added  to  the  ap¬ 
plication  fee,  will  aggregate  $3  per  thou¬ 
sand  dollars  of  the  mortgage  applied  for, 
shall  also  be  submitetd  with  the  applica¬ 
tion  for  a  firm  commitment.  The  pay¬ 
ment  of  a  commitment  fee  shall  not  be 
required  in  connection  with  an  insured 
mortgage  involving  the  sale  by  the  gov¬ 
ernment  of  housing  or  property  acquired, 
held  or  constructed  pursuant  to  the 
Atomic  Energy  Community  Act  of  1955, 
as  provided  in  §  207.31(b)  (4)  of  this 
chapter. 

§  232.12  Inspection  foe. 

The  firm  commitment  may  provide  for 
the  payment  of  an  inspection  fee  in  an 
amount  not  to  exceed  $5  per  thousand 
dollars  of  tlie  commitment.  If  an  inspec¬ 
tion  fee  is  required.  It  shall  be  paid  as 
follows: 
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(a)  If  the  case  Involves  the  Insurance 
of  advances,  It  shall  be  paid  at  the  time 
of  Initial  endorsement. 

(b)  If  the  case  involves  Insurance 
upon  completion,  it  shall  be  paid  prior 
to  the  date  construction  Is  begun. 

§  232.13  Fees  on  increases. 

(a)  Increase  in  firm  commitment  prior 
to  endorsement.  An  application,  filed 
prior  to  initial  endorsement  (or  prior  to 
endorsement  in  a  case  involving  insur¬ 
ance  upon  completion),  for  an  increase 
in  the  amount  of  an  outstanding  firm 
commitment  shall  be  accompanied  by  a 
combined  additional  application  and 
commitment  fee.  This  combined  addi¬ 
tional  fee  shall  be  in  an  amount  which 
vill  aggregate  $3  per  thousand  dollars 
of  the  amount  of  the  requested  increase. 
If  an  inspection  fee  was  required  in  the 
original  commitment,  an  additional  in¬ 
spection  fee  shall  be  paid  in  an  amoimt 
computed  at  the  same  dollar  rate  per 
thousand  dollars  of  the  amoimt  of  in¬ 
crease  in  commitment  as  was  used  for 
the  Inspection  fee  required  In  the  orig¬ 
inal  commitment.  When  insurance  of  ad¬ 
vances  is  involved,  the  additional  inspec¬ 
tion  fee  sh£dl  be  paid  at  the  time  of 
initial  endorsement.  When  insurance 
upon  completion  is  involved,  the  addi¬ 
tional  inspection  fee  shall  be  paid  prior 
to  the  date  construction  is  begun  or  if 
construction  has  begun,  it  shall  be  paid 
with  the  application  for  increase. 

(b)  Increase  in  mortgage  between  ini¬ 
tial  and  final  endorsement.  Upon  an  ap¬ 
plication,  filed  between  initial  and  final 
endorsement,  for  an  increase  in  the 
amoimt  of  the  mortgage,  either  by 
amendment  or  by  substitution  of  a  new 
mortgage,  a  combined  additional  appli¬ 
cation  and  commitment  fee  shall  accom¬ 
pany  the  application.  This  combined 
additional  fee  shall  be  in  an  amount 
which  will  aggr^ate  $3  i>er  thousand 
dollars  of  the  amount  of  the  increase  re¬ 
quested.  If  an  inspection  fee  was  required 
in  the  original  commitment,  an  addi¬ 
tional  inspection  fee  shall  accompany 
the  application  in  an  amount  not  to  ex¬ 
ceed  $5  per  thousand  dollars  of  the 
amount  of  the  increase  requested. 

(c)  Loan  to  cover  operating  losses.  In 
connection  with  a  loan  to  cover  operating 
losses  occurring  during  the  first  2  years 
following  completion  of  the  project,  a 
combined  applicatkin  and  commitment 
fee  of  $3  per  thousand  dollars  of  the 
amount  of  the  loan  aplied  for  shall  be 
submitted  with  the  application  for  the 
commitment.  No  inspection  fee  shall  be 
required. 

(d)  Reopening  of  expired  commit¬ 
ments.  An  expired  conditional  or  firm 
commitment  may  be  reopened  if  a  re¬ 
quest  for  reopening  is  received  by  the 
Commissioner  within  90  days  of  the  ex¬ 
piration  of  the  commitment.  The  reopen¬ 
ing  request  shall  be  accompanied  by  a 
fee  of  50  cents  per  thousand  dollars  of 
the  amount  of  the  expired  commitment. 
If  the  reopening  request  is  not  received 
by  the  Commissioner  within  the  required 
90-day  period,  a  new  application,  accom¬ 
panied  by  the  required  application  and 
commitment  fee,  must  be  submitted. 
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§  232.13a  Transfer  fee. 

Upon  application  for  approval  of  a 
transfer  of  physical  assets  or  the  substi¬ 
tution  of  mortgagors,  a  transfer  fee  of 
50  cents  per  thousand  dollars  shall  be 
paid  on  the  original  face  amount  of  the 
mortgage  in  all  cases,  except  that  a 
transfer  fee  shall  not  be  paid  where  both 
parties  to  the  transfer  transaction  are 
nonprofit  organizations. 

§232.11  Refund  of  fees. 

If  the  amount  of  the  commitment  Is¬ 
sued  or  increase  in  mortgage  granted  is 
less  than  the  amount  applied  for,  the 
Commissioner  shall  refund  the  excess 
amount  of  the  application  and  commit¬ 
ment  fees  submitted  by  the  applicant.  If 
an  application  is  rejected  before  it  is 
assigned  for  processing,  or  in  such  other 
instances  as  the  Commissioner  may  de¬ 
termine,  the  entire  application  and  com¬ 
mitment  fees  or  any  portion  thereof  may 
be  returned  to  the  applicant.  Commit¬ 
ment,  inspection  and  reopening  fees  may 
be  refunded,  in  whole  or  in  part,  if  it  is 
determined  by  the  Commisioner  that 
there  is  a  lack  of  need  for  the  housing  or 
that  the  construction  or  financing  of  the 
project  has  been  prevented  because  of 
condemnation  procedings  or  other  legal 
action  taken  by  a  governmental  body  or 
public  agency,  or  in  such  other  instances 
as  the  Commissioner  may  determine.  A 
transfer  fee  may  be  refunded  only  in 
such  Instances  as  the  Commissioner  may 
determine. 

§  232.15  Maximum  fees  and  cliargea  by 
mortg^agee. 

The  mortgagee  may  collect  from  the 
mortgagor  the  amount  of  the  fees  pro¬ 
vided  for  in  this  subpart.  The  mort¬ 
gagee  may  also  collect  from  the  mort¬ 
gagor  an  initial  service  charge  in  an 
amount  not  to  exceed  2  percent  of  the 
original  principal  amount  of  the  mort¬ 
gage,  to  reimburse  the  mortgagee  for  the 
cost  of  closing  the  transaction.  Any 
additional  charges  or  fees  collected  from 
the  mortgagor  shall  be  subject  to  prior 
approval  of  the  Commissioner. 

Eugible  Mortgagors 
§  232.20  Eligible  mortgagors. 

All  mortgagors  shall  be  approved  by 
the  Commissioner  and  shall  possess  the 
legal  powers  necessary  and  Incidental  to 
operating  the  project,  unless  a  mortgagor 
leases  the  property  or  project  to  a  quali¬ 
fied  op>erator,  in  which  case  the  lessee 
shall  be  approved  by  the  Commissioner 
and  shall  possess  the  legal  powers  neces¬ 
sary  and  incidental  to  operating  the 
project. 

Eligible  Mortgages 
§  232.25  Mortgage  forms. 

(a)  Approval  of  forms.  Hie  mortgage 
shall  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  Juris¬ 
diction  where  the  project  is  located. 

(b)  Changes  in  form.  No  changes  in 
the  approved  form  shall  be  made  without 
the  prior  written  approval  of  the 
Commissioner. 


§  232.25a  Eligibility  of  property. 

A  mortgage  to  be  eligible  for  Insurance 
shall  be  on  real  estate  held: 

(a)  In  fee  simple;  or 

(b)  On  the  Interest  of  the  lessee  under 
a  lease  for  not  less  than  ninety-nine 
years  which  is  renewable;  or 

(c)  Under  a  lease  having  a  period  of 
not  less  than  fifty-five  years  to  run  from 
the  date  the  mortgage  is  executed. 

§  232.26  Mortgage  lien. 

The  mortgagor  shall  certify  at  the 
final  endorsement  of  the  mortgage  for 
insurance  as  to  each  of  the  following: 

(a)  That  the  mortgage  is  a  first  lien 
upon  and  covers  the  entire  project,  in¬ 
cluding  the  equipment  financed  with 
mortgage  proceeds. 

(b)  That  the  property  upon  which  the 
Improvements  have  been  made  or  con¬ 
structed,  and  tlie  equipment  financed 
with  mortagage  proceeds,  are  free  and 
clear  of  all  liens  other  Uian  Uie  insured 
mortgage  and  such  other  Hens  as  may 
be  approved  by  the  Commissioner. 

(c)  That  the  certificate  sets  forth  all 
unpaid  obligations  in  connection  with 
the  mortgage  transaction,  the  purchase 
of  the  mortgaged  property,  the  construc¬ 
tion  or  rehabilitation  of  the  project  or 
the  purchase  of  the  equipment  financed 
with  mortgage  proceeds. 

§  232.27  Maximum  mortgage  maturity. 

The  mortgage  shall  have  a  maturity 
not  to  exceed  20  years  from  the  begin¬ 
ning  of  amortization  and  shall  contain 
amortization  or  sinking-fund  provisions 
satisfactory  to  the  Commissioner. 

§  232.28  Payment  requirements. 

(a)  Method  of  payment.  The  mort¬ 
gage  shall  provide  for  pasunents  on  the 
first  day  of  each  month  on  account  of 
Interest  and  principal  in  accordance  with 
an  amortization  plan  as  agreed  upon  by 
the  mortgagor,  ^e  mortgagee  and  the 
Commissioner. 

(b)  Date  of  first  payment  to  principal. 
The  Commissioner  shall  estimate  the 
date  of  the  first  payment  to  principal  so 
that  the  lapse  of  time  between  comple¬ 
tion  of  the  project  and  commencement 
of  amortlzaton  will  not  be  longer  than 
necessary  to  obtain  a  sustaining  level  of 
operation. 

§  2.32.29  Maximum  iiiterc.st  rale. 

(a)  The  mortgage  shall  bear  interest 
at  the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  Issued  by  the 
Secretary  before  February  18,  1971,  or 
an  application  for  commitment  was  re¬ 
ceived  by  the  Secretary  before  Febru¬ 
ary  18,  1971,  the  mortgage  may  bear  in¬ 
terest  at  the  maximum  rate  in  effect  at 
the  time  of  Issuance  of  the  letter  or  re¬ 
ceipt  of  the  application. 

(b)  Interest  shall  be  payable  in 
monthly  Installments  on  the  principal 
amount  of  the  mortgage  outstanding  on 
the  due  date  of  each  installment. 
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§  232.30  Maximum  mortgage  amounU. 

The  mortgage  shall  Involve  a  principal 
obligation  not  In  excess  of  the  lesser  of 
the  following: 

(a)  Dollar  amount  limitation. 
$12,500,000;  or 

(b)  Loan-to~value  limitation.  90  per¬ 
cent  of  the  Commissioner’s  estimate  of 
the  value  of  the  property  or  project,  in¬ 
cluding  equipment  to  be  used  in  its  oper¬ 
ation,  when  the  proposed  Improvements 
are  completed  and  the  equipment  Is 
Installed. 

§  232.31  Increased  mortgage  amounts. 

If  the  Commissioner  finds  that  because 
of  high  costs  in  Alaska,  Guam,  or  Hawaii 
It  is  not  feasible  to  construct  a  project 
without  the  sacrifice  of  sotmd  standards 
of  construction,  design,  and  livability 
within  the  limitations  of  maximum 
mortgage  amounts  provided  in  this  part, 
the  principal  obligation  of  mortgages 
may  be  increased  in  such  amoimts  as 
may  be  necessary  to  compensate  for  such 
costs,  but  not  to  exceed  in  any  event  the 
maximum,  including  high  cost  area  in¬ 
creases,  if  any,  otherwise  applicable  by 
more  than  one-half  thereof. 

§  232.31a  Loans  to  cover  two  year  oper< 
ating  loss. 

(a)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during 
the  first  2  years  following  completion 
of  the  project,  he  may.  in  his  discretion, 
accept  for  insurance  under  this  part,  a 
loan  to  cover  such  loss.  For  the  pur¬ 
poses  of  this  section,  an  operating  loss 
shall  occur  when  the  Commissioner  de¬ 
termines  that  the  total  of  the  taxes,  in¬ 
terest  on  the  mortgage  debt,  mortgage  in¬ 
stance  premiums,  hazard  insurance 
premliuns,  and  the  expense  of  mainte¬ 
nance  and  operation  of  the  project  (ex¬ 
cluding  depreciation)  exceeds  the  proj¬ 
ect  income. 

(b)  Security  instrument.  The  loan 
shall  be  secured  by  an  instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  Jurisdiction  in  which  the  proj¬ 
ect  is  located. 

(c)  Maximum  interest  rate.  The  loan 
may  bear  interest  at  such  rate  as  may  be 
agreed  upon  by  the  mortgagee  and  the 
mortgagor,  but  in  no  case  shall  such  rate 
exceed  the  rate  in  effect  under  S  232.29 
on  the  date  the  commitment  is  issued. 
Interest  shall  be  payable  in  monthly  in¬ 
stallments  on  the  principal  then  out¬ 
standing. 

(d)  Maturity.  The  loan  shall  be  lim¬ 
ited  to  a  term  not  exceeding  the  unex¬ 
pired  term  of  the  original  mortgage. 

§  232.32  Adjusted  mortgage  amount- 
rehabilitation  projects. 

In  addition  to  the  limitations  of 
§  237.30,  a  mortgage  having  a  principal 
amount  computed  in  compliance  with 
the  applicable  provisions  of  this  subpart, 
and  which  involves  a  project  to  be  re¬ 
paired  or  rehabilitated,  shall  be  subject 
to  the  following  additional  limitations: 

(a)  Property  held  in  fee.  If  the  mort¬ 
gagor  is  the  fee  simple  owner  of  the  proj¬ 
ect,  the  maximum  mortgage  amount 
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shall  not  exceed  100  percent  of  the  Com¬ 
missioner’s  estimate  of  the  cost  of  the 
proposed  repairs  or  rehabilitation;  or 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  project 
subject  to  an  outstanding  indebtedness, 
which  is  to  be  refinanced  with  part  of 
the  insured  mortgage,  the  maxlmmn 
mortgage  amoimt  shall  not  exceed:  (1) 
The  Commissioner’s  estimate  of  the  cost 
of  the  repair  or  rehabilitation;  plus  (2) 
such  portion  of  the  outstanding  indebt¬ 
edness  as  does  not  exceed  90  percent  of 
the  Commissioner’s  estimate  of  the  fair 
market  value  of  such  land  and  improve¬ 
ments  prior  to  the  repair  or  rehabilita¬ 
tion;  or 

(c)  Property  to  he  acquired.  If  the 
project  is  to  be  acquired  by  the  mortga¬ 
gor  and  the  purchase  price  is  to  be 
financed  with  a  part  of  the  insured 
mortgage,  the  maximum  mortgage 
amount  shall  not  exceed  90  percent  of: 

(1)  The  Commissioner’s  estimate  of  the 
cost  of  the  repair  or  rehabilitation,  and 

(2)  the  actual  purchase  price  of  the  land 
and  improvements,  but  not  in  excess  of 
the  Commissioner’s  estimate  of  the  fair 
market  value  of  such  land  and  improve¬ 
ments  prior  to  the  repair  or  rehabilita¬ 
tion. 

§  232.33  Reduced  mortgage  amount — 
leaseholds. 

In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replace¬ 
ment  cost  of  the  property  in  fee  simple 
reduced  by  an  amount  equal  to  the 
capitalized  value  of  the  ground  rent. 

§  232.34  Certificate  of  nondiscrimina-i 
tion  by  mortgagor. 

The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  following 
points: 

(a)  That  neither  it.  nor  anyone  au¬ 
thorized  to  act  for  it,  will  refuse  to  sell 
or  rent,  after  the  making  of  a  bona  fide 
offer,  or  refuse  to  negotiate  tor  the  sale 
or  rental  of,  or  otherwise  make  unavail¬ 
able  or  deny  the  property  covered  by  the 
mortgage  to  any  person  because  of  race, 
color,  religion,  or  national  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color, 
religion,  or  national  origin  is  recognized 
as  being  illegal  and  void  and  is  hereby 
specificially  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

§  232.35  Accumulation  of  next  pre¬ 
mium. 

(a)  The  mortgage  shall  provide  for 
payments  by  the  mortgagor  to  the 
mortgagee  on  each  interest  payment 
date  of  an  amount  sufficient  to  ac¬ 
cumulate  in  the  hands  of  Uie  mortgagee 
one  payment  period  prior  to  Its  due 
date,  the  next  annual  mortgage  insur¬ 
ance  premium  payable  by  the  mortgagee 
to  the  Commissioner.  Such  payments 
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shall  continue  only  so  long  as  the  con¬ 
tract  of  Insurance  shall  remain  in  effect. 

(b)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any,  and 
fire  and  other  hazard  insurance  pre¬ 
miums,  within  a  period  ending  one 
month  prior  to  the  dates  on  which  the 
same  become  delinquent.  The  mortgage 
shall  further  provide  that  such  pasrments 
shall  be  held  by  the  mortgagee,  for  the 
purpose  of  pajdng  such  ground  rents, 
taxes,  water  rates  and  assessments,  and 
Insurance  premiums,  before  Uie  same  be¬ 
come  delinquent.  The  mortgage  mxist 
also  make  provision  for  adjustments,  in 
case  the  estimated  amount  of  such  taxes, 
water  rates  and  assessments,  and  insur¬ 
ance  premliuns  shall  prove  to  be  more, 
or  less,  than  the  actual  amount  thereof 
so  paid  by  the  mortgagor. 

§  232.36  Application  of  payments. 

(a)  The  mortgage  shall  provide  that 
all  monthly  payments  to  be  made  by  the 
mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  upon  each  monthly  payment 
date  in  a  single  payment.  The  mortga¬ 
gee  shall  apply  the  same  to  the  following 
items  in  the  order  set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  Insurance; 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard  in¬ 
surance  premiums; 

(3)  Interest  on  the  mortgage; 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall  constitute  an  event  of  default.  The 
mortgage  shall  further  provide  for  a 
grace  period  of  30  days,  within  which 
time  the  default  must  be  made  good. 

§  232.37  Prepayment  privilege  and  pre¬ 
payment  charges. 

(a)  Proprietary  facilities.  In  the  case 
of  a  mortgagor  operating  a  proprietary 
facility,  the  following  provisions  shall  be 
applicable; 

(1)  Prepayment  privilege.  'The  mort¬ 
gage  shall  contain  a  provision  permitting 
the  mortgagor  to  prepay  the  mortgage 
in  whole  or  in  part  upon  any  interest 
payment  date  after  giving  to  the  mort¬ 
gagee  30  days’  notice  in  writing  in  ad¬ 
vance  of  its  Intention  to  so  prepay. 

(2)  Prepayment  charge.  The  mort¬ 
gage  may  contain  a  provision  for  such 
additional  charge  in  the  event  of  pre¬ 
payment  of  principal  as  may  be  agreed 
upon  between  the  mortgagor  and  the 
mortgagee.  'The  mortgagor  shall  be  per¬ 
mitted  to  prepay  up  to  15  percent  of  the 
original  principal  amount  of  the  mort¬ 
gage  in  any  1  calendar  year  without  any 
such  additional  charge.  Any  reduction  in 
the  original  principal  amount  of  the 
mortgage  resulting  from  the  certification 
of  cost  requirements  of  this  part  shall 
not  be  construed  as  a  prepayment  of  the 
mortgage. 
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(b)  Nonprofit  facility.  In  the  case  of 
a  facility  operated  by  a  nonprofit  corpo¬ 
ration  or  association,  the  following  pro¬ 
visions  shall  be  applicable: 

(1)  Prepayment  in  fvJl.  The  mortgage 
indebtedness  may  be  prepaid  In  full  and 
the  Commissioner’s  controls  terminated 
only  upon  the  condition  that  the  Com¬ 
missioner’s  prior  consent  in  obtained  as 
he  may  prescribe. 

(2)  Partial  prepayments.  With  the 
prior  written  approval  of  the  Commis¬ 
sioner,  partial  prepayments  may  be  made 
for  the  punxtse  of  reducing  succeeding 
monthly  pa3rment8  of  the  remaining  bal¬ 
ance  as  recast  over  the  remaining  por¬ 
tion  of  the  original  mortgage  term. 

(3)  Optional  provision.  The  mortgage 
may,  if  required  by  the  mortgagee,  con¬ 
tain  a  provision  that  prior  to  maturity 
and  with  the  approval  of  the  Commis¬ 
sioner  partial  prepasmients  may  be  made 
after  30  days’  written  notice  to  the  mort¬ 
gagee  on  any  principal  pasrment  date.  If 
prepayments  are  made  in  any  calendar 
year  in  excess  of  15  percent  of  the  orig¬ 
inal  face  amount  of  the  note,  a  reason¬ 
able  charge  on  such  excess  may  be 
allowed  as  agreed  upon  between  the 
mortgagor  and  the  mortgagee. 

§  232.38  I^te  charge. 

The  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  2  cents  for  each  dollar  of 
each  payment  to  interest  or  principal 
more  than  15  days  In  arrears,  to  cover 
the  expense  Involved  In  handling  de¬ 
linquent  payments.  Late  charges  shall 
be  separately  charged  to  and  collected 
from  the  mortgagor  and  shall  not  be  de¬ 
ducted  from  any  aggregate  monthly 
payment. 

§  232.39  Construction  standards — mini¬ 
mum  number  of  beds. 

The  project  shall  conform  to  standards 
satisfactory  to  the  Commissioner  and 
consist  of  not  less  than  20  beds  after 
completion  of  the  construction  or  re¬ 
habilitation. 

§  232.40  Zoning,  deed  or  building  re¬ 
strictions. 

The  project  when  constructed  or  re¬ 
habilitated  shaU  not  violate  any  material 
zoning  or  deed  restrictions  applicable  to 
the  project  site,  and  shall  comply  with 
all  applicable  building  and  other  govern¬ 
mental  regulations. 

§  232.41  Eligibility  of  miscellaneous 
type  mortgages. 

A  mortgage  meeting  the  requirements 
of  §  207.31  of  this  chapter,  as  well  as  the 
requirements  of  this  subpart,  shall  be 
eligible  for  Insurance  under  this  subpart. 

§  232.41a  Eligibility  of  mortgages  cover¬ 
ing  bousing  in  certain  neigbbor- 
bomls. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation,  or  construction  of  prop¬ 
erty  located  In  an  older  declining  urban 
area  shall  be  eligible  for  insurance  tmder 
this  subpart  subject  to  compliance  with 
the  additional  requirements  of  this 
section. 
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(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  (other  than  those  relating 
to  labor  standards  and  prevailing  wages) 
as  are  Judged  to  be  not  applicable  on  the 
basis  of  the  following  determinations  to 
be  made  by  the  Commissioner; 

(1)  That  the  conditions  of  the  area  in 
which  the  property  is  located  prevent  the 
application  of  certain  eligibility  require¬ 
ments  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  in  the  area  for  an 
adequate  nursing  home  or  intermediate 
care  facility  for  persons  of  low  and 
moderate  income. 

(3)  That  under  all  of  the  special  sur¬ 
rounding  circumstances,  the  mortgage 
to  be  insured  Is  an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  In¬ 
sured  under  this  subpart  pursuant  to  sec¬ 
tion  223(e)  of  the  National  Housing  Act. 
Such  mortgages  shall  be  Insured  under 
and  be  the  obligation  of  the  Special  Risk 
Insurance  Fimd. 

§  232.42  Eligibility  of  refinanced  mort¬ 
gages. 

A  mortgage  meeting  the  requirements 
of  §  207.32  of  this  chapter,  as  well  as 
the  requirements  of  this  subpart,  shall 
be  eligible  for  Insurance  under  this 
subpart. 

§  232.43  Issuance  of  bonds  secured  by 
trust  indenture. 

In  the  event  that  bonds  or  other  obli¬ 
gations  are  to  be  issued  as  a  part  of  the 
Insured  mortgage  transaction,  the  form 
of  bonds  and  the  form  of  trust  indenture 
shall  be  subject  to  the  approval  of  the 
Commissioner,  and  shall  be  subject  to 
the  following  conditions: 

(a)  ’The  Trustee  named  In  such  trust 
Indenture  shall  be  a  banking  institution 
or  trust  company  (authorized  to  act  In  a 
fiduciary  capacity  and  which  Is  a  mort¬ 
gagee  approved  by  the  Conunlssloner) ; 
and 

(b)  The  Trustee  shall  be  the  holder 
of  record  of  the  Insured  mortgage  (rep¬ 
resented  by  the  trust  Indenture)  and 
shall  be  authorized  to  act  on  behalf  of  the 
holders  of  such  bonds  or  other  obliga¬ 
tions  In  all  matters  concerning  the  mort¬ 
gage  insurance  contract;  and 

(c)  The  holders  of  the  bonds  shall  look 
solely  to  the  Trustee  for  the  benefits  of 
the  contract  of  mortgage  Insurance  and 
the  tnist  Indenture  shall  expressly  au¬ 
thorize  the  Commissioner  to  make  pay¬ 
ment  of  any  claim  imder  such  contract 
to  the  Trustee,  without  liability  or  ac¬ 
countability  to  the  bondholders  to  see 
to  the  application  of  the  mortgage  insiur- 
ance  contract  benefits;  and 

(d)  Tlie  bonds  or  other  obligations 
shall  be  issued  only  to  holders  meeting 
the  following  qualifications: 

(1)  A  mortgage  approved  by  the 
Commissioner; 

(2)  A  pension  or  retirement  fund  or 
a  profit-sharing  plan  maintained  and  ad¬ 
ministered  by  a  corporation  or  by  a  gov¬ 
ernmental  agency  or  by  a  trustee  or 
trustees,  which  has  lawful  authority  to 


acquire  the  bonds  or  other  obligations; 
or 

(3)  A  charitable  or  nonprofit  organi¬ 
zation. 

Supervision  of  Mortgagors 
§  232.45  Supervision  by  Commissioner. 

The  Conunissioner  may  regulate  and 
restrict  the  mortgagor  as  long  as  the 
Commissioner  is  the  insurer,  holder  or 
re-lnsurer  of  the  mortgage.  Such  regu¬ 
lation  or  restriction  may  be  In  the  form 
of  a  regulatory  agreement,  corporate 
charter  or  such  other  means  as  the  Com¬ 
missioner  approves. 

Commitment 

§  232.50  Commitment  to  insure. 

(a)  Conditions  of  commitment.  Upon 
approval  of  an  application  for  Insurance, 
a  commitment  shall  be  Issued  by  the 
Commissioner  setting  forth  the  terms 
and  conditions  upon  which  the  mortgage 
will  be  Insured. 

(b)  Insurance  of  advances  or  upon 
completion.  The  commitment  may  pro¬ 
vide  for  the  insurance  of  advances  of 
mortgage  money  made  during  construc¬ 
tion  or  may  provide  for  instirance  of  the 
mortgage  after  completion  of  the  Im¬ 
provements. 

(c)  Term  of  commitment.  (1)  If  the 
commitment  fee  Is  paid  as  required,  a 
commitment  shall  have  a  term  which 
Is  determined  as  follows: 

(1)  A  commitment  to  Insure  advances 
shall  be  effective  for  a  period  of  not  more 
than  180  days  from  the  date  of  Issuance. 

(11)  A  commitment  to  insure  upon 
completion  shall  be  effective  for  a  des¬ 
ignated  term  within  which  the  mort¬ 
gagor  is  required  to  begin  construction, 
and  if  construction  is  begun  as  required, 
the  commitment  shall  be  effective  for 
such  additional  period,  estimated  by  the 
Commissioner,  as  will  allow  for  comple¬ 
tion  of  construction. 

(2)  The  term  of  a  commitment  may 
be  extended  in  such  manner  as  the  (Com¬ 
missioner  may.  from  time  to  time,  pre¬ 
scribe. 

(3)  If  the  payment  of  a  commitment 
fee  is  not  received  by  the  Commissioner 
within  30  days  after  the  date  of  Issuance 
of  a  commitment,  the  commitment  shall 
expire  on  the  30th  day. 

(d)  Reopening  of  expired  commit¬ 
ments.  An  expired  commitment  may  be 
reopened  if  a  request  for  reopening  Is 
received  by  the  Commissioner  within  90 
days  of  the  expiration  of  the  commit¬ 
ment.  'The  reopening  request  shall  be 
accompanied  by  a  fee  of  50  cents  per 
thousand  dollars  of  the  amount  of  the 
expired  commitment.  A  commitment 
which  has  expired  because  of  failure  to 
pay  the  commitment  fee  may  be  re¬ 
opened  only  upon  payment  of  the  com¬ 
mitment  fee  and  the  reopening  fee.  If 
the  reopening  request  is  not  received  by 
the  Commissioner  within  the  required 
90-day  period,  a  new  application,  accom¬ 
panied  by  an  application  fee,  must  be 
submitted.  If  a  commitment  for  an  in¬ 
creased  amount  has  expired  because  of 
failure  to  pay  an  additional  commitment 
fee  based  on  the  amount  of  the  increase. 
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the  reopening  fee  shall  be  computed  on 
the  basis  of  the  amount  of  the  commit¬ 
ment  Increase  rather  than  on  the  amoimt 
of  the  original  commitment. 

Insukance  of  Advances 
§  232.55  Building  loan  agreement. 

Prior  to  the  initial  endorsement  of  the 
mortgage  for  Insurance,  the  mortgagor 
and  the  mortgagee  shall  execute  a  build¬ 
ing  loan  agreement,  approved  by  the 
Commissioner,  setting  forth  the  terms 
and  conditions  under  which  progress 
payments  may  be  advanced  during  con¬ 
struction.  To  be  covered  by  mortgage 
Insurance,  each  progress  payment  shall 
be  approved  by  the  Commissioner. 

§  232.56  Assurance  of  coniplctioii. 

(a)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project,  in 
the  form  of  a  personal  indemnity  agree¬ 
ment,  a  surety  company  bond  or  bonds, 
a  cash  escrow  deposit,  a  letter  of  credit, 
or  an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  guaranty  of  performance  of  the  con¬ 
struction  contract,  as  required  by  the 
Commissioner.  The  personal  indemnity 
agreement  and  the  bonds  shall  be  on 
forms  approved  by  the  Commissioner. 
The  surety  company  executing  a  bond 
must  be  satisfactory  to  the  Commis¬ 
sioner.  Where  a  cash  escrow  deposit 
is  used,  it  shall  be  established  under 
an  agreement  with  the  mortgagee  or 
with  a  depository  satisfactory  to  the 
mortgagee  and  the  Commissioner  and 
shall  Involve  cash,  or  securities  of,  or 
fully  guaranteed  as  to  principal  and  in¬ 
terest  by,  the  United  States  of  America. 
Where  an  agreement  controlling  the  dis¬ 
bursement  of  construction  funds  coupled 
with  a  guaranty  of  performance  of  the 
construction  contract  is  used,  the  agree¬ 
ment  shall  contain  terms  satisfactory  to 
the  Commissioner.  The  types  of  assur¬ 
ance  to  be  furnished  are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  assurance  will  be  accepted  in  the 
form  of  a  personal  indemnity  agreement 
executed  by  the  principal  officers,  direc¬ 
tors,  stockholders,  or  partners  or  individ¬ 
uals  operating  as  the  general  contractor. 

(2)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  more  than 
$500,000  or  where  such  cost  is  less  than 
$500,000  and  a  personal  indemnity  agree¬ 
ment  is  not  executed,  assurance  shall  be 
by  a  surety  company  bond  or  bonds,  a 
cash  escrow  deposit,  a  letter  of  credit,  or 
an  agreement  controlling  the  disburse¬ 
ment  of  construction  contract,  the 
amount  of  which  shall  be  prescribed  by 
the  Commissioner. 

(b)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraph 
(a)  of  this  section,  an  imconditlonal  ir¬ 
revocable  letter  of  credit  Issued  to  the 
mortgagee  by  a  banking  institution.  In 
the  event  a  demand  imder  the  letter  of 
credit  is  not  immediately  met,  the  mort¬ 
gagee  shall  forthwith  provide  cash 
equivalent  to  the  undrawn  balance  there¬ 
under. 
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Special  Requisekents 

§  232.60  Eiscrow  for  ofTsite  utilities  and 
streets. 

(a)  The  Commissioner  shall  require 
assurance  of  completion  of  offsite  public 
utilities  and  streets  in  all  cases,  except 
where  a  municipality  or  other  public 
body  has  by  agreement  (acceptable  to 
the  Commissioner)  agreed  to  install  such 
utilities  and  streets  without  cost  to  the 
mortgagor.  Where  such  assurance  is  re¬ 
quired,  it  shall  be  either  in  the  form  of 
a  cash  escrow  deposit  or  the  retention 
of  a  specified  amount  of  mortgage  pro¬ 
ceeds  by  the  mortgagee.  If  a  cash  escrow 
is  used,  it  shall  be  deposited  with  the 
mortgagee  or  with  an  acceptable  trustee 
or  escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  used,  the 
mortgagee  shall  retain  under  terms  ap¬ 
proved  by  the  Commissioner,  rather  than 
disburse  at  the  initial  closing  of  the  mort¬ 
gage,  a  portion  of  the  mortgage  proceeds 
allocated  to  land  in  the  project  analysis. 
As  additional  assurance,  the  Commis¬ 
sioner  may  also  require  a  surety  com¬ 
pany  bond  or  bonds. 

(b)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraph 
(a)  of  this  section,  an  unconditional  ir¬ 
revocable  letter  of  credit  Issued  to  the 
mortgagee  by  a  banking  institution.  In 
the  event  a  demand  under  the  letter  of 
credit  is  not  immediately  met,  the  mort¬ 
gagee  shall  forthwith  provide  cash  equiv¬ 
alent  to  the  undrawn  balance  thereunder 

§  232.61  Equity  requirements. 

(a)  Funds  and  finances — in  general. 
The  mortgagor  sliall  establish  to  the 
Commissioner’s  satisfaction  that,  in  ad¬ 
dition  to  the  proceeds  of  the  Insured 
mortgage,  the  mortgagor  has  adequate 
fimds  to  meet  the  expenses  of  the  project 
(including  the  cost  of  equipment  and 
supplies  not  to  be  purchas^  with  mort¬ 
gage  proceeds)  for  such  period  as  the 
Commissioner  estimates  as  necessary  to 
establish  a  sustaining  level  of  operation. 

(b)  Funds  and  finances — insured  ad¬ 
vances.  If  the  commitment  provides  for 
insurance  of  advances  during  construc¬ 
tion,  in  addition  to  meeting  the  require¬ 
ments  of  paragraph  (a)  of  this  se^on, 
the  mortgagor  shall  meet  the  following 
requirements: 

(1)  Where  the  mortgagor  is  other  than 
a  private  nonprofit  corporation  or  asso¬ 
ciation,  it  shall  deposit  with  the  mort¬ 
gagee  prior  to  initial  endorsement,  an 
amount  determined  by  the  Commissioner 
to  be  sufficient  to  meet,  during  the  course 
of  construction,  the  payments  to  accruals 
required  by  the  terms  of  the  mortgage, 
♦or  taxes,  mortgage  insurance  premiums, 
hazard  insurance  premiums  and  assess¬ 
ments  required  by  the  terms  of  the 
mortgage. 

(2)  Prior  to  initial  endorsement,  the 
mortgagor  shall  deposit  with  the  mort¬ 
gagee  cash  deemed  by  the  Commissioner 
to  be  sufficient,  when  added  to  the  pro¬ 
ceeds  of  the  insured  mortgage,  to  assure 
completion  of  ^e  project  and  to  pay 
the  initial  sendee  charge,  the  carry^ 
charges,  and  the  legal  and  organization 
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expenses  incident  to  the  creation  of  the 
project.  Such  fimds  shall  be  held  by 
the  mortgagee  imder  an  appropriate 
agreement  approved  by  the  Commis¬ 
sioner  which  require  all  such  funds 
to  be  disbursed  for  work  and  material 
on  the  physical  Improvements,  and  for 
other  charges  and  expenses  to  be  paid 
when  due,  prior  to  the  advance  of  any 
mortgage  money. 

(3)  All  fees  and  charges  to  be  paid 
by  the  mortgagor  in  connection  with 
financing  which  are  in  excess  of  the 
Initial  sendee  charge  and  which  have 
been  approved  by  the  Commissioner, 
shall  be  deposited  with  the  mortgagee  in 
cash,  prior  to  Initial  endorsement,  un¬ 
less  other  arrangements  acceptable  to 
the  Commissioner  are  made. 

(c)  Deposit  and  use  of  funds.  Unless 
other  arrangements  acceptable  to  the 
Commissioner  are  made,  the  funds  re¬ 
ferred  to  in  paragraphs  (a)  and  (b)  of 
this  section  shall  be  deposited  with  and 
held  by  the  mortgagee  in  a  sjiecial  ac¬ 
count  or  by  an  acceptable  depository 
designated  by  the  mortgagee  under  an 
appropriate  agreement  approved  by  the 
Commissioner. 

(d)  Letter  of  credit.  The  mortgagee 
may  accept,  in  lieu  of  a  cash  deposit 
required  by  paragraphs  (a),  (b)(1)  and 
(b)(3),  an  unconditional  irrevocable 
letter  of  credit  issued  to  the  mortgagee 
by  a  banking  institution.  In  the  event 
a  demand  under  the  letter  of  credit  is 
not  immediately  met,  the  mortgagee 
shall  forthwith  provide  cash  equivalent 
to  the  undrawn  balance  thereunder. 

§  232.62  .4dvanre  amortization  require- 
mcnt.i. 

(a)  If  prior  to  the  beginning  of  amort¬ 
ization  net  income,  as  defined  by  the 
Commissioner,  is  received  as  a  result  of 
the  operation  of  the  project,  such  net 
Income,  to  the  extent  determined  by 
the  Commissioner,  shall  be  applied  in 
one  or  more  of  the  following  ways: 

( 1 )  To  advance  amortization. 

(2)  To  offset  the  cost  of  approved 
capital  Improvements. 

(3)  To  be  deposited  in  the  reserve 
fund  for  replacement  and  to  be  held  as 
a  reserve  in  addition  to  the  monthly 
deposits  required  by  the  regulatory 
agreement.  In  addition  to  being  appli¬ 
cable  to  commitments  issued  on  or  after 
December  3,  1963,  the  provisions  of  this 
subparagraph  shall  be  applicable  to  com¬ 
mitments  outstanding  on  such  date 
where  the  mortgage  has  not  received 
final  endorsement. 

(b)  'The  provisions  of  paragraph  (a) 
of  this  section  shall  not  be  applicable  to 
a  mortgagor  that  is  a  private  nonprofit 
corporation  or  association. 

Prevailing  Wage  Requirebients 
§  232.70  Labor  standards. 

Any  contract,  subcontract,  or  building 
loan  agrreement  executed  for  the  per¬ 
formance  of  construction  of  the  project 
shall  comply  with  all  applicable  stand¬ 
ards  and  provisions  of  the  regulations  of 
the  Secretary  of  Labor  Issued  May  9, 
1951,  29  CPR  5.1-5.12  (16  P.R.  4430). 
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§  232.71  Ineligible  contractors. 

No  construction  contract  shall  be  en¬ 
tered  into  with  a  general  contractor  or 
any  subcontractor  if  such  contractor  or 
any  subcontractor  or  any  firm,  corpora¬ 
tion,  partnership  or  association  in  which 
such  contractor  or  subcontractor  has  a 
substantial  interest  is  included  on  the 
Ineligible  list  of  contractors  or  subcon¬ 
tractors  established  by  the  Commissioner 
or  by  the  Comptroller  General  pursuant 
to  the  Regulations  of  the  Secretary  of 
Labor  (29  CFR  5.6(b) ) . 

§  232.72  Ineligible  advances. 

Unless  approved  by  the  Commissioner, 
no  advance  under  the  mortgage  shall  be 
eligible  for  insiu*ance  after  notification 
from  the  Commissioner  that  the  gen¬ 
eral  contractor  or  any  subcontractor  or 
any  firm,  corporation,  partnership  or  as¬ 
sociation  in  which  such  contractor  or 
sub<K)ntractor  has  a  substantial  Interest 
was,  on  the  date  the  (X)ntract  or  subcon¬ 
tract  was  executed  on  the  ineligible  list, 
established  by  the  Commissioner  or  by 
the  Comptroller  General  pursuant  to  the 
provldons  of  the  Regulations  of  the  Sec¬ 
retary  of  Labor  (29  CJFR  5.6(b)). 

§  232.73  Wage  certificate. 

No  advance  under  the  mortgage  shall 
be  eligible  for  insurance  tmless  there  is 
filed  with  the  application  for  such  ad¬ 
vance  a  certificate  as  required  by  the 
Commissioner,  certifying  that  the  la¬ 
borers  and  mechanics  employed  in  the 
construction  of  the  project  involved  have 
been  paid  not  less  than  the  wages  pre¬ 
vailing  in  the  locality  in  which  the  work 
was  performed  for  the  corresponding 
classes  of  laborers  and  mechanics  em¬ 
ployed  on  construction  of  a  similar  char¬ 
acter,  as  determined  by  the  Secretary 
of  Labor  prior  to  the  beginning  of  con¬ 
struction  and  after  the  date  of  filing 
of  the  application  for  insurance. 

§  232.74  Discrimination  prohibited. 

Any  (X)ntract  or  subcontract  executed 
for  the  performance  of  construction  of 
the  project  shall  contain  a  provision  that 
there  shall  be  no  discrimination  against 
any  employee,  or  applicant  for  employ¬ 
ment  because  of  race,  color,  creed,  or  na¬ 
tional  origin.  Where  the  mortgagor  Is 
the  general  contractor,  the  building  loan 
agreement  shall  contain  the  above  pro¬ 
visions. 

Cost  Certification  Requirements 

§  232.80  Certification  of  cost  require¬ 
ments. 

(a)  Prior  to  initial  endorsement  of 
the  mortgage  for  insurance,  the  mort¬ 
gagor,  the  mortgagee  and  the  Commis¬ 
sioner  shall  enter  into  an  agreement 
approved  by  the  Commissioner  for  the 
purpose  of  precluding  any  excess  of 
mortgage  proceeds  over  90  percent  of  the 
actual  cost  of  the  project.  Under  this 
agreement  the  mortgagor  shall  agree  to: 

(1)  Disclose  its  relationship  with  the 
builder,  including  any  collateral  agree¬ 
ment,  and  with  subcontractors  and  sup¬ 
pliers; 
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(2)  Enter  into  a  construction  contract 
in  a  form  meeting  the  requirements  of 
i  232.81; 

(3)  Elzecute  a  certificate  of  actual 
costs  upon  completion  of  the  improve¬ 
ments;  and 

(4)  Apply  any  excess  of  mortgage 
proceeds  over  90  percent  of  the  actual 
cost  to  reduction  of  the  outstanding 
balance  of  the  princlp>al  of  the  mortgage. 

(b)  The  provisions  of  paragraphs  (a) 
(1)  and  (2)  of  this  section  shall  not 
apply  where  the  mortgagor  is  the  general 
contractor. 

§  232.81  Form  of  contract. 

(a)  In  general.  The  contract  between 
the  mortgagor  and  the  general  con¬ 
tractor  shall  be  in  the  form  of  either  a 
lump  sum  contract  or  a  cost  plus  con¬ 
tract.  The  lump  sum  contract  shall 
provide  for  the  payment  of  a  specified 
amount.  The  cost  plus  contract  shall 
provide  for  the  payment  of  the  actual 
(x>st  of  construction,  not  to  exceed  an 
upset  price,  and  may  include  a  provision 
for  an  additional  pasrment  to  the  builder 
of  a  fee  in  an  amount  allowed  by  the 
Commissioner. 

(b)  Lump  sum  contract.  A  lump  sum 
contract  may  be  used  where  it  is  estab¬ 
lished  to  the  satisfaction  of  the  Com¬ 
missioner  that  no  identity  of  interest 
exists  between  the  mortgagor  or  any  of 
its  officers,  directors,  stockholders  or 
partners  and  the  general  contractor,  and 
where  the  mortgage  is  executed  by  a 
mortgagor  established  to  operate  a  pro¬ 
prietary  project. 

(c)  Cost  vlus  contract.  A  cost  plus 
contract  shall  be  used  in  each  of  the 
following  instances: 

(1)  Where  it  is  determined  by  the 
Commissioner  that  an  identity  of  inter¬ 
est  exists  between  the  mortgagor  or  any 
of  its  officers,  directors,  stockholders  or 
partners  and  the  general  contractor. 

(2)  Where  the  mortgage  is  executed 
by  a  mortgagor  established  to  operate 
a  private  nonprofit  project,  imless  it  is 
established  to  the  Commissioner’s  satis¬ 
faction  that  a  cost  plus  form  of  contract 
is  not  required  to  protect  his  Interests 
and  the  Interests  of  the  mortgagor,  in 
which  case  a  lump  sum  form  of  contract 
may  be  iised. 

(d)  Hill-Burton  projects.  Where  the 
mortgagor  is  to  receive  a  Hill-Burton 
grant  in  connection  with  the  develop¬ 
ment  of  the  projecxt,  a  lump  sum  con¬ 
tract  may  be  used  regardless  of  whether 
a  cost  plus  form  of  contract  would  other¬ 
wise  be  required  by  the  provisions  of 
paragraph  (c)  of  this  section. 

§  232.82  Certificate  as  to  subcontracts. 

If  the  Commissioner  determines  that 
the  mortgagor,  its  officers,  directors  or 
stockholders  have  any  interest,  financial 
or  otherwise,  in  any  subcontractor  or 
material  supplier,  the  mortgagor  shall 
certify  in  form  prescribed  by  the  Com¬ 
missioner  prior  to  final  endorsement  of 
the  mortgage  for  insurance  that  the 
amounts  paid  to  such  subcontractor  or 
material  supplier  were  not  more  than 
the  rate  prevailing  in  the  locality  for 
similar  type  labor  and  materials. 


S  232.83  Lump  sum  contract— cerlifica- 
tion  of  actual  cost. 

The  mortgagor’s  certificate  of  actual 
cost,  in  a  form  prescribed  by  the  Com¬ 
missioner,  shall  be  submitted  upon  com¬ 
pletion  of  the  physical  Improvements  to 
the  satisfaction  of  the  Commissioner  and 
prior  to  final  endorsement.  The  certifi¬ 
cate  shall  show  the  actual  cost  to  the 
mortgagor,  after  deduction  of  any  kick- 
backs.  rebates,  trade  discounts,  or  other 
similar  pasmients  to  the  mortgagor,  or  to 
any  of  its  officers,  directors,  stockholders, 
or  partners,  of : 

(a)  The  construction  contract,  where 
the  mortgagor  and  the  general  contrac¬ 
tor  are  separate  entities,  or  the  construc¬ 
tion  of  the  project  where  the  mortgagor 
is  the  general  contractor  and  there  is  no 
such  contract.  In  the  case  of  a  lump' 
sum  contract,  the  amount  shown  in  the 
certificate  shall  include  all  pa3anent8 
under  the  contract; 

(b)  Architect’s  fee; 

(c)  Off-site  public  utilities  and  streets 
not  included  in  the  general  contract; 

(d)  Organizational  smd  legal  work; 
and 

(e)  Other  items  of  expense  approved 
by  the  Commissioner. 

§  232.84  Fixed  fee  contract — additional 
certification. 

'When  the  work  has  been  completed 
under  a  fixed  fee  contract  or  by  a  mort¬ 
gagor  who  is  also  the  general  contractor, 
the  mortgagor’s  certification  shall  also 
show: 

(a)  Such  allocations  of  general  over¬ 
head  items  as  are  acceptable  to  the  Com¬ 
missioner;  and 

(b)  A  reasonable  allowance  for  the 
builder’s  profit  as  established  by  the 
Commissioner. 

§  232.85  Contractor's  certification. 

(a)  Certification  by  general  con¬ 
tractor.  Where  a  cost  plus  form  of  con¬ 
tract  is  used,  the  mortgagor  shall  submit 
along  with  its  certification  of  actual  cost 
a  certification  of  the  general  contractor, 
in  a  form  prescribed  by  the  Commis¬ 
sioner,  as  to  all  actual  costs  paid  for  la¬ 
bor.  materials  and  subcontract  work 
under  the  general  contract  exclusive  of 
the  builder’s  fee  and  any  kickbacks,  re¬ 
bates,  trade  discounts,  or  other  similar 
payments  to  the  general  contractor,  the 
mortgagor,  or  any  of  its  officers,  direc¬ 
tors,  stockholders  or  partners. 

(b)  Certification  by  subcontractor. 
Where  it  is  determined  by  the  Commis¬ 
sioner  that  an  identity  of  interest  exists 
between  the  mortgagor  or  any  of  its  offi¬ 
cers,  directors,  stockholders  or  partners, 
and  any  subcontractor,  material  supplier, 
or  equipment  lessor,  the  mortgagor  may 
be  required  by  the  Commissioner  to  sub¬ 
mit  a  certification  of  actual  cost  by  such 
subcontractor,  materisd  supplier,  or 
equipment  lessor,  in  a  form  prescribed 
by  ^e  Commissioner,  as  to  all  actual 
costs  paid  for  labor,  materials,  subcon¬ 
tracts  and  overhead  exclusive  of  any 
kickbacks,  rebates,  trade  dlscmmts,  or 
other  similar  payments  to  the  general 
contractor,  the  mortgagor,  or  any  of  its 
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officers,  directors,  stockholders  or  part¬ 
ners.  Where  the  use  of  a  cost  plus  form 
of  contract  Is  required  by  the  Commis¬ 
sioner,  and  it  is  determined  by  the  Com¬ 
missioner  that  an  identity  of  Interest 
exists  between  the  general  contractor 
and  any  subcontractor,  material  sup¬ 
plier,  or  equipment  lessor,  the  mortgagor 
may  be  required  by  the  Commissioner  to 
submit  a  certification  of  actual  cost  by 
such  subcontractor,  material  supplier, 
or  equipment  lessor. 

§  232.86  Records. 

The  mortgagor  shall  keep  and  maintain 
adequate  records  of  all  costs  of  any  con¬ 
struction  or  other  cost  items  not  rep¬ 
resenting  work  imder  the  general  con¬ 
tract  and  shall  require  the  builder  to 
keep  similar  records  and,  upon  request 
by  the  Commissioner,  shall  make  avail¬ 
able  for  examination  such  records  in¬ 
cluding  any  collateral  agreements. 

§  232.87  Certificate  of  public  account¬ 
ant. 

The  certificates  of  actual  cost  shall  be 
supported  by  a  certificate  as  to  accuracy 
by  an  Independent  Certified  Public  Ac¬ 
countant  or  Independent  public  account¬ 
ant,  which  shall  Include  a  statement 
that  the  accotmts,  records  and  support¬ 
ing  documents  have  been  examined  in 
accordance  with  generally  accepted  au¬ 
diting  standards  to  the  extent  deemed 
necessary  to  verify  the  actual  costs. 

§  232.88  Value  of  land. 

Upon  receipt  of  the  mortgagor’s  cer¬ 
tification  of  actual  cost,  there  shall  be 
added  to  the  total  amoimt  thereof  the 
Commissioner’s  estimate  of  the  fair  mar¬ 
ket  value  of  any  land  included  in  the 
mortgage  security  and  owned  by  the 
mortgagor  in  fee  such  value  being  prior 
to  the  construction  of  the  Improvements. 
In  the  event  the  land  is  held  under  a 
leasehold  or  other  interest  less  than  a 
fee,  the  cost,  of  acquiring  the  leasehold 
or  other  interest  shall  be  considered  an 
allowable  expense  which  may  be  added 
to  actual  cost.  In  no  event  shall  such 
cost  be  in  excess  of  the  fair  market  value 
of  such  leasehold  or  other  interest  exclu¬ 
sive  of  proposed  improvements. 

§  232.89  Reduction  in  mortgage  amount. 

If  the  principal  obligation  of  the  mort¬ 
gage  exceeds  90  percent  of  the  total 
amount  as  shown  by  the  certificate  of 
actual  cost  plus  the  value  of  the  land 
(the  cost  shown  by  the  certificate  of 
acttial  cost  in  rehabilitation  cases) . 
the  mortgage  shall  be  reduced  by  the 
amount  of  such  excess  prior  to  final  en¬ 
dorsement  for  insurance. 

§  232.90  Rehabilitation  projects. 

In  the  event  the  mortgage  is  to  finance 
repair  or  rehabilitation,  the  mortgagor’s 
actual  cost  of  such  repair  or  rehabilita¬ 
tion  may  include  the  items  of  expense 
permitted  by  new  construction  in  accord¬ 
ance  with  this  part  and  the  applicable 
cost  certification  procedure  described 
therein  will  be  required;  provided  such 
mortgage  shall  be  subject  to  the  follow¬ 
ing  limitations: 
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(a)  Property  hOd  in  fee.  If  no  part 
of  the  proceeds  is  to  be  used  to  finance 
the  purchase  of  the  land  or  structures 
involved,  the  mortgage  shall  be  reduced 
to  an  amoimt  not  to  exceed  100  percent 
of  the  approved  cost  of  the  completed 
repair  or  rehabilltaUon. 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  insured  mortgage  is  to  in¬ 
clude  the  cost  of  refinancing  an  existing 
mortgage  acceptable  to  the  Commis¬ 
sioner.  the  amount  of  the  existing  mort¬ 
gage  or  90  percent  of  the  Commissioner’s 
estimate  of  the  fair  market  value  of  the 
land  and  existing  Improvements  prior 
to  repair  or  rehabilitation,  whichever  is 
the  lesser,  shall  be  added  to  the  actual 
cost  of  the  repair  or  rehabilitation.  If 
the  principal  obligation  of  the  insured 
mortgage  exceeds  the  total  amount  thus 
obtained,  the  mortgage  shall  be  reduced 
by  the  amount  oi  such  excess,  prior  to 
final  endorsement  for  Insurance. 

(c)  Property  to  be  acquired.  If  the 
mortgage  is  to  include  the  cost  of  land 
and  Improvements,  and  the  purchase 
price  thereof  is  to  1^  financed  '^th  part 
of  the  mortgage  proceeds,  the  purchase 
price  or  the  Commissioner’s  estimate  of 
the  fair  market  value  of  land  and  exist¬ 
ing  Improvements  prior  to  repair  or 
rehabilitation,  whichever  is  the  lesser, 
shall  be  added  to  the  actual  cost  of  the 
repair  or  rehabilitation.  If  the  principal 
obligation  of  the  Insured  mortgage  ex¬ 
ceeds  the  applicable  90  percent  of  the 
total  amount  thus  obtained,  the  mort¬ 
gage  shall  be  reduced  by  the  amount  of 
such  excess  prior  to  final  endorsement 
for  insurance. 

§  232.90a  Reinsurance  of  Commis¬ 
sioner-held  mortgages. 

The  Commissioner  may  Insure  under 
this  part,  without  regard  to  any  limi¬ 
tation  upon  eligibility  contained  in  this 
subpart,  any  mortgage  assigned  to  him 
in  connection  with  payment  imder  a 
contract  of  mortgage  insuremce,  or  ex¬ 
ecuted  in  connection  with  a  sale  by  him 
of  any  property  acquired  under  any  sec¬ 
tion  or  title  of  the  Act. 

§  232.91  Effects  of  agreement. 

Any  agreement,  undertaking,  state¬ 
ment  or  certification  required  in  con¬ 
nection  with  cost  certification  shall  spe¬ 
cifically  state  that  it  has  been  made, 
presented,  and  delivered  for  the  purpose 
of  infiuencing  an  official  action  of  the 
Commissioner  and  may  be  relied  upon 
as  a  true  statement  of  the  facts  con¬ 
tained  therein, 

§  232.92  Cost  certification  incontestable. 

Upon  the  Commissioner’s  approval  of 
the  mortgagor’s  certification,  such  cer¬ 
tification  shall  be  final  and  incontest¬ 
able  except  for  fraud  or  material  mis¬ 
representation  on  the  part  of  the 
mortgagor. 

Tttlx 

§  232.93  Eligibility  of  title. 

In  order  for  the  mortgaged  property 
to  be  eligible  for  insurance,  the  Ctmunls- 
sioner  shall  determine  that  marketable 
title  thereto  is  vested  in  the  mortgagor 


2l()2."j 

as  of  the  date  the  mortgage  is  filed  'or 
record.  The  title  evidence  shall  be  ex¬ 
amined  by  the  Commissioner  and  the 
original  endorsement  of  the  credit  in¬ 
strument  for  insurance  shall  be  evidence 
of  its  acceptability. 

§  232.9 1  Title  evidence. 

Upon  insurance  of  the  mortgage,  tlie 
mortgagee  shall  furnish  to  the  Com¬ 
missioner  a  survey  of  the  mortgaged 
property,  satisfactory  to  him.  and  a 
policy  of  title  insurance  covering  such 
property,  as  provided  in  paragraph  (a) 
of  this  section.  If,  for  reasons  the  Com¬ 
missioner  deems  satisfactory,  title  in¬ 
surance  cannot  be  furnished,  the  mort¬ 
gagee  shall  furnish  such  evidence  of 
title  in  accordance  with  paragraph  (b) , 
(c),  or  (d)  of  this  section,  as  the  Com¬ 
missioner  may  require.  Any  survey,  pol¬ 
icy  of  title  insurance,  or  evidence  of  title 
required  under  this  section  shall  be  fur¬ 
nished  without  expense  to  the  Commis¬ 
sioner.  The  types  of  title  evidence  are: 

(a)  A  policy  of  title  insurance  issued 
by  a  company  and  in  a  form  satisfactory 
to  the  Commissioner.  The  policy  shall 
name  as  the  Insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban 
Development,  as  their  respective  inter¬ 
ests  may  appear.  The  policy  shall  pro¬ 
vide  that  upon  acquisition  of  title  by 
the  mortgagee  or  the  Secretary,  it  will 
become  an  owner’s  policy  rimning  to 
the  mortgagee  or  the  Secretary,  as  the 
case  may  be. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  Individual  engaged  in 
the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legtd  opinion 
satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  In  the  exsim- 
Inatlon  of  titles. 

(c)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(d)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch 
of  the  Government  of  the  United  States 
of  America,  or  of  any  State  or  Territory 
thereof. 

Extension  or  Tnix 
§  232.96  Actions  bj  Commissioner. 

Where  the  mortgagee  has  failed  to 
take  action  within  the  period  of  time  re¬ 
quired  In  order  to  prevent  the  expiration 
of  a  commitment  or  In  order  to  reopen 
an  expired  commitment,  the  Commis¬ 
sioner  may  extend  such  period  and  may 
retroactively  reinstate  or  reopen  such 
commitment. 

§  232.249  Effect  of  amendments. 

The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time.  In  whole 
or  In  part,  but  such  amendment  shall  not 
adversely  affect  the  Interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
insurance  on  any  mortgage  or  loan  al¬ 
ready  Insured  and  shall  not  adversely 
affect  the  Interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
insured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 
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Subpart  B — Contract  Rights  and 
Obligations 

§  232.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Part  207, 
Subpart  B  of  this  chapter  covering 
mortgages  insured  under  section  207  of 
the  National  Housing  Act  apply  to  mort¬ 
gages  on  projects  insured  under  section 

232  of  such  Act. 

(b)  For  the  purposes  of  this  subpart  all 
references  in  Part  207  of  this  chapter  to 
section  207  of  the  Act  shall  be  construed 
to  refer  to  section  232  of  the  Act. 

§  232.252  Definitions. 

All  of  the  definitions  contained  in 

232.1  shall  apply  to  this  subpart.  In  ad¬ 
dition,  as  used  in  this  part,  the  following 
term  shall  have  the  meaning  Indicated: 

(a)  “Contract  of  insurance”  means 
the  agreement  evidenced  by  the  Commis¬ 
sioner’s  insurance  endorsement  and  in¬ 
cludes  the  provisions  of  this  subpart  and 
of  the  Act. 

PART  233— EXPERIMENTAL  HOUSING 
MORTGAGE  INSURANCE 

Swbport  A — Eligibility  Requirements — Hornet 

Sec. 

233.1  Scope  of  subpart. 

233.6  Incorporation  by  reference. 

233.16  Eligible  property  reqiilrcments. 

233.30  Agreements,  covenants  and  ease¬ 
ments. 

Subparl  B — Contract  Rights  and  Obligations— 
Homes 

233.251  Incorporation  by  reference. 

233  J6S  Application  for  Insurance  benefits 

and  accompanying  fiscal  data. 
2331275  Method  ol  paying  Insurance  bene¬ 
fits. 

Subpart  C — Assistance  Payments 
233.401  Incorporation  by  reference. 

Subpart  D — Eligibility  Requirements — Projects 
233.601  Scope  of  subpart. 

238.606  Incorporation  by  reference. 

233.610  Eligible  projects. 

233.615  Agreements,  covenants  and  ease¬ 
ments. 

Subpart  E — Contract  Rights  and  Obligations— 
Projects 

233.751  Incorporation  by  reference. 

233.760  Payment  of  Insxirance  benefits. 

Subpart  F — Assistance  and  Interest  Reduction 
Payments 

233.900  Incorporation  by  reference. 

Authoritt:  The  provisions  of  tbU  Part  233 
Issued  under  sec.  211,  52  Stat.  23,  as  amend¬ 
ed;  sec.  233,  76  Stat.  158,  as  amended;  12 
U.S.C.  1715b,  1715X. 

Subpart  A — Eligibility  Require¬ 
ments — Homes 

§  233.1  Scope  of  subpart. 

Mortgages  and  loans  financing  con¬ 
struction  or  rehabilitation  of  one-  to 
four-family  dwellings  (or  one-  to  eleven- 
fsimlly  dwellings  in  the  case  of  mortgages 
or  loans  meeting  the  requirements  of  sec¬ 
tion  220  of  the  Act)  and  which  involve 
the  utilization  and  testing  of  advanced 
technology  in  housing  design,  material  or 
construction  or  expieiimental  property 
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standards  for  neighborhood  design,  may 
be  Insured  under  section  233  of  the  Act. 
To  be  eligible,  a  mortgage  or  loan  shall 
also  meet  the  requirements  of  the  appli¬ 
cable  home  mortage  or  home  improve¬ 
ment  loan  program  imder  section  203, 
213, 220, 221  or  234  of  the  Act. 

§  233.5  Incorporation  by  reference. 

(a)  To  be  eligible  for  insurance  under 
this  subpart,  a  mortgage  or  home  im¬ 
provement  loan  shall  meet  the  eligibility 
requirements  for  insurance  under  S  203.1 
et  seq.  (Part  203,  Subpart  A) ;  S  213.501 
et  seq.  (Part  213,  Subpart  C) ;  S  220.1 
et  seq.  (Part  220,  Subpart  A) ;  8  221.1  et 
seq.  (Part  221,  Subpart  A) ;  8  234.1  et 

seq.  (Part  234,  Subpart  A) ;  8  235.1  et 

seq.  (Part  235,  Subpart  A) ;  8  237.1  et 

seq.  (Part  237,  Subpart  A) ;  or  8  809.1 

et  seq.  (Part  809,  Subpart  A)  of  this 
chapter,  except  that: 

(1)  The  prescribed  tests  of  economic 
soundness  or  acceptable  risk  shall  not  be 
applicable. 

(2)  In  lieu  of  establishing  mortgage 
limits  upon'  the  basis  of  a  percentage  of 
the  Commissioner’s  estimate  of  appraised 
value,  or  replacement  cost,  or  cost  of 
repair  and  rehabilitation,  as  required  by 
the  applicable  section  under  which  the 
mortgage  or  loan  would  otherwise  be 
eligible,  the  mortgage  limits  shall  be 
determined  by  applying  the  percentage 
prescribed  by  the  pertinent  section  to  the 
following: 

(1)  In  cases  Involving  new  construc¬ 
tion,  such  percentage  shall  be  applied 
to  the  Commissioner’s  estimate  of  the 
cost  of  replacing  the  property  using 
comparable  conventional  design,  mate¬ 
rials,  and  construction,  or  of  using 
advanced  housing  technology  or  experi¬ 
mental  property  standards,  whichever  is 
the  lesser. 

(li)  In  cases  involving  repair  and 
rehabilitation,  such  percentage  shall  be 
applied  to  the  sum  of: 

(a)  The  Commissioner’s  estimate  of 
the  value  of  the  property  before  repair 
and  rehabilitation:  plus 

(b)  The  lesser  of  either  the  Conunls- 
sioner’s  estimate  of  the  (X)st  of  replacing 
the  Improvements  using  comparable  con¬ 
ventional  design,  materials,  and  con¬ 
struction,  or  of  using  advanced  housing 
technology  or  experimental  property 
standards. 

(3)  ’The  limitations  upon  maximum 
mortgage  amount  in  a  case  involving  a 
nonoccupant  owner  shall  not  be  appli¬ 
cable. 

(4)  In  cases  involving  home  improve¬ 
ment  loans,  instead  of  establishing 
mortgage  limits  upon  the  basis  of  the 
Commissioner’s  estimate  of  the  cost  of 
such  improvements,  the  limits  shall  be 
determined  on  the  basis  of  the  Commis¬ 
sioner’s  estimate  of  the  cost  of  replacing 
the  improvements  using  comparable 
conventional  design,  materials,  and  con¬ 
struction,  or  of  using  advanced  bousing 
technology  or  experimental  property 
standards,  whichever  is  the  lesser. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Parts  203,  213,  220,  221, 
234,  235,  237,  and  809  of  this  chapter  to 


sections  203,  213,  220,  221,  234,  235,  237, 
and  809  of  the  National  Housing  Act 
shall  be  construed  to  refer  to  section 
233  of  the  Act. 

§  233.15  Eligible  property  requirements. 

To  be  eligible  for  insurance : 

(a)  The  mortgage  or  home  improve¬ 
ment  loan  shall  relate  to  property  in¬ 
volving  the  utilization  and  testing  of  ad¬ 
vanced  technology  in  housing  design, 
material,  or  construction,  or  experi¬ 
mental  property  standards  for  neighbor¬ 
hood  design. 

(b)  The  Conmilssioner  shall  make 
determinations  as  follows: 

( 1 )  That  the  property  is  an  acceptable 
risk,  giving  consideration  to  the  need 
for  testing  advanced  housing  technology 
or  experimental  property  standards. 

(2)  That  the  utilization  and  testing  of 
the  advanced  technology  or  experimen¬ 
tal  property  standards  involved  will  pro¬ 
vide  data  or  experience  which  the  Com¬ 
missioner  deems  to  be  significant  in 
reducing  housing  costs  or  improving 
housing  standards,  quality,  livability,  or 
durability  or  improving  neighborhood 
design. 

(c)  The  dwelling  shall  be  approved  for 
insurance  by  the  Commissioner  prior  to 
the  beginning  of  construction  or  repair, 
rehabilitation  or  improvement. 

§  233.30  Agreements,  covenants  and 
easements. 

Prior  to  insurance,  the  mortgagor  or 
borrower  shall  execute  such  agreements, 
covenants  and  easements  running  with 
the  land  as  the  Commissioner  shall  de¬ 
termine  are  necessary  to  permit  the 
Commissioner  to  make  inspections  and 
technical  observations  of  the  experimen¬ 
tal  features  of  the  project. 

Subpart  B — Contract  Rights  and 
Obligations — Homes 
§  233.251  Incorporation  by  reference. 

(a)  Mortgages  and  home  improvement 
loans  insured  under  the  experimental 
home  mortgage  insurance  program  shall 
be  governed  by  the  provisions  of  the  reg¬ 
ulations  covering  contract  rights  and 
obligations,  as  they  respectively  relate  to 
the  several  mortgage  or  home  improve¬ 
ment  loan  programs  set  forth  in  8  233.1 
of  this  part,  except  that  provisions  of 
the  foregoing  regulations  concerning  • 
mutuality  of  an  insurance  fimd  shall  not 
apply. 

(b)  For  the  purpose  of  this  subpart, 
all  of  the  references  in  8  203.251  et  seq. 
(Part  203,  Subpart  B) ;  §  213.751  et  seq. 
(Part  213,  Subpart  D) ;  §  220.251  et  seq. 
(Part  220,  Subpart  B) ;  §  221.251  et  seq. 
(Part  221,  Subpart  B) ;  §  234.251  et  seq. 
(Part  234,  Subpart  B) ;  §  235.201  et  seq. 
(Part  235,  Subpart  B) ;  8  237.201  et  seq. 
(Part  237,  Subpart  B) ;  or  8  809.251  et 
seq.  (Part  809,  Subpart  B)  of  this  chap¬ 
ter  to: 

(1)  Section  203,  213,  220,  221,  234,  235, 
237,  or  809  shall  be  construed  to  refer  to 
section  233  of  the  Act;  and 

(2)  The  Mutual  Mortgage  Insurance  ' 
Fund,  the  Cooperative  Management 
Housing  Insurance  Fimd,  or  the  Special 
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Risk  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  Fund. 

§  233.253.  Application  for  insurance 
beneAts  and  accompanjring  Ascal 
data. 

(a)  Insured  mortgages.  Where  an 
Insured  mortgage  Is  Involved,  the  provi¬ 
sions  of  SS  203.350  through  203.391  of 
this  chapter  govern  the  filing  of  an  appli¬ 
cation  for  Insurance  benefits  and  the 
items  to  be  filed  with  the  application. 

(b)  Insured  home  improvement  loans. 
Where  an  insured  home  Improvement 
loan  is  Involved,  the  provisions  of 
i  203.476  of  this  chapter  (relating  to 
claim  application  and  Items  to  be  filed) 
shall  be  applicable. 

§  233.275  Method  of  pacing  insurance 
benefits. 

If  the  application  for  insurance  bene¬ 
fits  Is  acceptable  to  the  Commissioner,  all 
of  the  Insurance  claim.  In  a  case  Involv¬ 
ing  either  an  Insured  mortgage  or  an 
insured  home  Improvement  loan,  shall  be 
paid  In  cash  unless  the  mortgagee  files 
a  written  request  with  the  application  for 
payment  In  debentures.  If  such  a  re¬ 
quest  Is  made,  all  of  the  claim  shall  be 
paid  by  Issuing  debentures  and  by  mak¬ 
ing  a  cash  pasnnent  adjusting  any  differ¬ 
ences  between  the  total  amount  of  the 
claim  and  the  amount  of  the  debentures 
Issued. 

Subpart  C — Assistance  Payments 
§  233.401  Incorporation  by  reference. 

(a)  Section  235  type  home  mortgages. 
All  of  the  provisions  of  Subpart  C,  Part 
235.  concerning  assistance  payments  pur¬ 
suant  to  section  235  of  the  Act.  apply 
with  full  force  and  effect  to  a  mortgage 
insured  under  Subparts  A  and  B  of  this 
part,  if  the  mortgage  is  insured  as  meet¬ 
ing  the  eligibility  requirements  of 
$  235.1  et  seq.  (Part  235.  Subpart  A), 
except  as  such  requirements  are  modi¬ 
fied  by  §  233.5. 

(b)  Section  237  type  home  mortgages. 
All  of  the  provisions  of  Subpart  C.  Part 
237,  concerning  assistance  payments  in 
connection  with  a  mortgage  Insured  un¬ 
der  section  237,  apply  with  full  force  and 
effect  to  a  mortgage  insured  under  Sub¬ 
parts  A  and  B  of  this  part,  if  the  mort¬ 
gage  Is  insured  as  meeting  the  eligibility 
requirements  of  $  237.1  et  seq.  (Part  237, 
Subpart  A) ,  except  as  such  requirements 
are  modified  by  §  233.5. 

Subpart  D — Eligibility  Requirements — 
Projects 

§  233.501  Scope  of  subpart. 

Mortgages  and  loans  financing  con¬ 
struction  or  rehabilitation  of  multifamily 
projects  which  involve  the  utilization 
and  testing  of  advanced  technology  In 
housing  design,  material  or  construction 
or  experimental  housing  standards  for 
neighborhood  design,  may  be  Insiu^ 
under  section  233  of  the  Act.  To  be 
eligible,  a  mortgage  or  loan  shall  also 
meet  the  requirements  of  the  applicable 
multifamily  project  or  project  improve¬ 
ment  loan  Insmance  program  under  sec- 
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tions  207,  213,  220,  221,  231,  232  or  234 
of  the  Act. 

§  233.505  Incorporation  by  reference. 

(a)  To  be  eligible  for  insurance  under 
this  subpart,  a  mortgage  or  project  im¬ 
provement  loan  shall  meet  the  eligibility 
requirements  for  insurance  under  $  207.1 
et  seq.  (Part  207.  Subpart  A) ;  $  213.1 
et  seq.  (Part  213,  Subpart  A) ;  $  220.501 
et  seq.  (Part  220,  Subpart  C) ;  §  221.501 
et  seq.  (Part  221,  Subpart  C) ;  $  231.1  et 
seq.  (Part  231,  Subpart  A) ;  §  232.1  et  seq. 
(Part  232,  Subpart  A) ;  §  234.501  et  seq. 
(Part  234,  Subpart  C) ;  §  235.501  et  seq. 
(Part  235,  Subpart  D) ;  §  236.1  et  seq. 

(Part  236,  Subpart  A) ;  §  241.1  et  seq. 

(Part  241,  Subpart  A) ;  §  810.1  et  seq. 

(Part  810,  Subpart  A) ;  §  1000.1  et  seq. 

(Part  1000,  Subpart  A);  or  $1100.1  et 
seq.  (Part  1100,  Subpart  A)  of  this  chap¬ 
ter,  except  that: 

(1)  The  prescribed  tests  of  economic 
soundness  or  acceptable  risk  shall  not 
be  applicable. 

(2)  In  lieu  of  establishing  mortgage 
limits  upon  the  basis  of  a  percentage  of 
the  Commissioner’s  estimate  of  appraised 
value,  or  replacement  cost,  or  cost  of 
repair  and  rehabilitation,  as  required  by 
the  applicable  section  under  which  the 
mortgage  or  loan  would  otherwise  be 
eligible,  the  mortgage  limits  shall  be 
determined  by  applying  the  percentage 
prescribed  by  the  pertinent  section  to 
the  following: 

(1)  In  cases  Involving  new  construc¬ 
tion,  such  percentage  shall  be  applied  to 
of  replacing  the  property  using  com- 
the  Commissioner’s  estimate  of  the  cost 
parable  conventional  design,  materials, 
and  construction,  or  of  using  advanced 
housing  technology  or  experimental 
property  standards,  whichever  is  the 
lesser. 

(li)  In  cases  involving  repair  and  re¬ 
habilitation,  such  percentage  shall  be 
applied  to  the  sum  of: 

(a)  The  Commissioner’s  estimate  of 
the  value  of  the  property  before  repair 
and  rehabilitation;  plus 

(b)  The  lesser  of  either  the  Commis¬ 
sioner’s  estimate  of  the  cost  of  replacing 
the  improvements  using  comparable  con¬ 
ventional  design,  materials,  and  con¬ 
struction,  or  of  using  advancecl  housing 
technology  or  experimental  property 
standards. 

(3)  In  cases  involving  project  im¬ 
provements.  instead  of  establishing 
mortgage  limits  upon  the  basis  of  the 
Commissioner’s  estimate  of  the  cost  of 
such  improvements,  the  limit  shall  be  de¬ 
termined  on  the  basis  of  the  Commis¬ 
sioner’s  estimate  of  the  cost  of  replacing 
the  Improvements  using  comparable 
conventional  design,  materials,  and  con¬ 
struction,  or  of  using  advanced  housing 
technology  or  experimental  property 
standards,  whichever  is  the  lesser. 

(4)  In  the  case  of  Operation  Break¬ 
through  Protot3TJe  Site  Developments 
Involving  expenditure  of  appropriated 
funds  for  research  and  technology  above 
amounts  available  from  Insured  mort¬ 
gage  proceeds,  the  mortgage  may  be 
insured  without  regard  to  one  or  more 
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of  the  regulatory  requirements  which  are 
not  mandatory  imder  controlling 
statutes. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  part  207,  213,  220,  221, 
231,  232,  234,  235,  236,  241,  810,  1000, 
or  1100  of  this  chapter  to  section  207, 
213,  220,  221,  231,  232,  234,  235,  236,  241, 
or  810  of  the  National  Housing  Act  or  to 
titles  X  and  XI  of  such  Act  shall  be 
construed  to  refer  to  section  233  of  such 
Act. 

§  233.510  Eligible  projects. 

To  be  eligible  for  insurance: 

(a)  ’The  mortgage  or  project  improve¬ 
ment  loan  shall  relate  to  property  in¬ 
volving  the  utilization  and  testing  of  ad¬ 
vanced  technology  in  housing  design, 
material,  or  construction,  or  experi¬ 
mental  property  standards  for  neigh¬ 
borhood  design. 

(b)  ’The  Commissioner  shall  make  de¬ 
terminations  as  follows: 

( 1 )  ’That  the  property  is  an  acceptable 
risk,  giving  consideration  to  the  need 
for  testing  advanced  housing  design  or 
experimental  property  standards. 

(2)  That  the  utilization  and  testing 
of  the  advanced  technology  or  experi¬ 
mental  property  standards  Involved  will 
provide  data  or  experience  which  the 
Commissioner  deems  to  be  significant  in 
reducing  housing  costs  or  improving 
housing  standards,  quality,  livability,  or 
durability  or  improving  neighborhood 
design. 

§  233.515  Agreements,  covenants  and 
easements. 

Prior  to  insurance  endorsement,  the 
mortgagor  shall  execute  such  agree¬ 
ments,  covenants  and  easements  running 
with  the  land  as  the  Coimnissioner  shall 
determine  are  necessary  to  allow  the 
Commissioner  to  make  inspections  and 
technical  observations  of  the  experi¬ 
mental  features  of  the  project. 

Subpart  E — Contract  Rights  and 
Obligations — Projects 
§  2.33.751  Incorporation  by  reference. 

(a)  Mortgages  and  project  improve¬ 
ment  loans  insured  imder  the  experi¬ 
mental  project  Insurance  program  shall 
be  governed  by  the  provisions  of  the 
regulations  covering  contract  rights  and 
obligations,  as  they  respectively  relate  to 
the  several  mortgage  or  project  improve¬ 
ment  loan  programs  set  forth  in  $  233.501 
of  this  part  . 

(b)  For  the  purpose  of  this  subpart,  all 
the  references  in  $  207.251  et  seq.  (Part 
207,  Subpart  B) ;  $  213.251  et  seq.  (Part 
213,  Subpart  B) ;  $  220.751  et  seq.  (Part 

220,  Subpart  D) ;  $  221.751  et  seq.  (Part 

221,  Subpart  D) ;  $  231.251  et  seq.  (Part 

231,  Subpart  B) ;  $  232.251  et  seq.  (Part 

232,  Subpart  B) ;  $  234.751  et  seq.  (Part 

234,  Subpart  D) ;  $  235.701  et  seq.  (Part 

235,  Subpart  E) ;  $  236.251  et  seq.  (Part 

236,  Subpart  B) ;  $  241.251  et  seq.  (Part 
241,  Subpart  B) ;  $  810.251  et  seq.  (Part 
810,  Subpart  B) ;  $  1000.251  et  seq.  (Part 
1000,  Subpart  B) ;  or  $  1100.251  et  seq. 
(Part  1100,  Subpart  B)  of  this  chapter 
to: 
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(1)  Section  207,  213,  220,  221,  231,  232, 
234,  235,  236,  241,  or  810  of  the  National 
Housing  Act  or  to  titles  X  and  XI  of  such 
Act  shall  be  construed  to  refer  to  section 
233  of  such  Act;  and 

(2)  The  Cooperative  Management 
Housing  Insurance  Fund  or  the  Special 
Risk  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  Fund. 

§  233.760  Payment  of  insurance  bene¬ 
fits. 

(a)  Insured  mortgages.  All  of  the 
provisions  of  S  207.259  of  this  chapter  re¬ 
lating  to  Insurance  benefits  apply  to 
multifamily  project  mortgages  insured 
under  this  subpart,  except  that  all  of  the 
Insurance  claim  shall  be  paid  In  cash  un¬ 
less  the  mortgagee  files  a  written  request 
with  the  application  for  payment  in  de¬ 
bentures.  If  such  a  request  Is  made,  all 
of  the  claim  shall  be  paid  by  Issuing  de¬ 
bentures  and  by  making  a  cash  payment 
adjusting  any  difference  between  the 
total  amount  of  the  claim  and  the 
amount  of  the  debentures  Issued. 

(b)  Insured  project  improvement 
loans.  Where  an  Insured  project  Im¬ 
provement  loan  Is  Involved,  the  payment 
of  Insurance  benefits  shall  be  governed 
by  58  220.822  through  220.842  of  this 
chapter. 

Subpart  F — Assistance  and  Interest 
Reduction  Payments 
§  233.900  Inc«)rporation  by  reference. 

(a)  Section  235(i)  type  project  mort¬ 
gages.  (1)  All  of  the  provisions  of  Sub¬ 
part  P,  Part  235,  concerning  assistance 
pajrments  pursuant  to  section  235  (j)  of 
the  Act,  apply  with  full  force  and  effect 
to  a  mortgage  Insured  under  Subparts 
D  and  E  of  this  part,  if  the  mortgage  is 
Insured  as  meeting  the  eligibility  require¬ 
ments  of  5  235.501  et  seq.  (Part  235, 
Subpart  D) ,  except  as  such  requirements 
are  modified  by  §  233.505  et  seq. 

(2)  Reference  in  5  235.805  to  “this 
part”  shall  be  deemed  to  refer  to  Part 
233. 

(b)  Section  236  type  project  mort¬ 
gages.  (1)  All  of  the  provisions  of  Sub¬ 
part  C,  Part  236,  concerning  Interest 
reduction  payments  pursuant  to  section 
236  of  the  Act,  apply  with  full  force  and 
effect  to  a  mortgage  Insured  under  Sub¬ 
parts  D  and  E  of  this  part,  if  the  mort¬ 
gage  is  insured  as  meeting  the  eligibility 
requirements  of  5  236.1  et  seq.  (Part  236, 
Subpart  A) ,  except  as  such  requirements 
are  modified  by  §  233.505  et  seq. 

(2)  Reference  in  §  236.505  to  “Sub¬ 
parts  A  and  B  of  this  part”  shall  be 
deemed  to  refer  to  Subparts  D  and  E  of 
this  part. 

PART  234 — CONDOMINIUM  OWNER¬ 
SHIP  MORTGAGE  INSURANCE 

Subpart  A — Eligibility  RaquirtniMih— 
Individually  Own«d  Unit* 
Dkitmitions 

8«c. 

3S4.1  Definitions  used  in  this  subpart. 

Apfooval  or  Mootoagobb 

234.5  Qualification  of  lenders. 


Application  and  CoMiimfENT 

See. 

234.10  Submission  of  application. 

234.11  Form  of  application. 

234.12  Approval  and  commitment. 

234.1S  Application  and  commitment  ex- 

tension  fees. 

234.14  Ortlficatlon  of  appraisal  amount. 

234.15  Certificate  and  contract  regarding 

use  of  dwelling  for  transient  or 
botel  purposes. 

234.16  Ortlflcate  of  nondiscrimination  by 

mortgagor. 

Eligiblx  MorrOAGBS 

234.25  Mortgage  provisions. 

234.26  Conversion  of  project  to  family 

units. 

234.27  Maximum  mortgage  amounts. 

234.28  Mortgagor's  mlnlmxun  investment. 

234.29  Maximum  Interest  rate. 

234.36  Amortization  provisions. 

234.37  Payment  of  Insurance  premiums  or 

charges;  adjusted  mortgage  Insur¬ 
ance  premiums. 

234.38  Mortgage  provisions  for  additional 

payments  and  covenants. 

23439  Application  of  payments. 

234.46  Late  charge. 

234.47  Mortgagor’s  payments  when  mort¬ 

gage  Is  executed. 

234.48  Maximum  chargee,  fees  or  discounts. 

234.49  Eligible  mortgages  In  Alaska,  Guam, 

or  Hawaii. 

234.51  Owner-occupancy  In  military  serv¬ 
ice  cases. 

Eligible  Mortgagors 

234.55  Mortgage  lien. 

234.56  Relationship  of  Income  to  mortgage 

payments. 

234.57  Credit  standing. 

234.59  Certificate  and  contract  regarding 
use  of  family  units  for  transient 
or  hotel  purposes. 

Eligiblx  Propebtixs 

234.65  Nature  of  title. 

234.67  Rental  properties. 

234.68  Eligibility  of  mortgages  covering 

housing  In  certain  neighborhoods. 

Open-End  Advances 

234.70  Eligibility  of  open-end  advances. 
234349  Effect  of  amendments. 

Subpart  5— Contract  Rights  and  Obligations— 
Individually  Owned  Units 
234351  Definitions. 

234355  Incorporation  by  reference. 

234360  Assignment  of  mortgage  and  certifi¬ 
cate  by  mortgagee. 

234362  Exception  to -deed  In  lieu  of  fore¬ 
closure. 

234.265  Contents  of  deed  and  supporting 
documents. 

234370  Condition  of  the  multifamily  struc¬ 
ture. 

234373  Assessment  of  taxes. 

234.274  Certificate  of  tax  assessment. 

234375  Certificate  or  Statement  of  condi¬ 
tion. 

234380  Cancellation  of  hazard  Insurance. 
234385  Waived  title  objections. 

Subpait  C — Ellgibllily  Rsquiremenfs— Projects— 
Conversion  Individual  Soles  Units 
234.501  Incorporation  by  reference. 

234.505  DeflnlUons. 

234A06  Application  filing  and  approved  fees. 
234.510  Certification  by  mextgagee. 

234.515  Certification  by  mortgagor. 

234.520  EUglbUlty  of  property. 

234.525  Maximum  mortgage  amounts — new 
construction. 

234A30  Increased  mortgage  amounts. 

234.581  Loans  to  cover  2  year  operating  loos. 


Sec. 

234.535  Adjusted  mortgage  amount — re¬ 
habilitation  projects. 

234.540  Reduced  mortgage  amount— lease¬ 
holds. 

234.545  Prepayment  privilege  and  prepay¬ 
ment  charges. 

234.550  Late  charge. 

234.555  Zoning,  deed,  building  restric¬ 
tions. 

234.560  Supervision  by  Commissioner. 
234.565  Occupancy  requirements. 

234.570  Advance  amortization  require¬ 
ments. 

Subpart  D — Contract  Rights  and  Obligations — 
Projects 

234.751  Incorporation  by  reference. 

Authority:  The  provisions  of  this  Part 
234  Issued  under  sec.  211,  52  Stat.  23,  as 
amended,  sec.  234,  75  Stat.  161;  12  U.S.C. 
1715b.  1715y. 

Subpart  A — Eligibility  Requirements — 
Individually  Owned  Units 
Definitions 

§  234.1  Definitions  used  in  this  subpart. 

A3  used  in  this  subpart,  the  following 
terms  shall  have  the  meaning  indicated: 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  dommlssioner  or  his  au¬ 
thorized  representative. 

(b)  “Act”  means  the  National  Housing 
Act,  as  amended. 

(c)  “PHA”  means  the  Federal  Housing 
Administration. 

(d)  “Mortgage"  means  a  fiirst  lien 
covering  a  fee  interest  or  eligible  lease¬ 
hold  Interest,  in  a  one-family  unit  in  a 
multifamlly  project,  together  with  an  un¬ 
divided  interest  in  the  common  areas  and 
facilities  serving  the  project,  and  such 
restricted  common  areas  and  facilities  as 
may  be  designated. 

(e)  “Mortgagor”  means  the  original 
borrower  imder  a  mortgage  and  his  heirs, 
executors,  administrators  and  assigns. 

(f)  “Mortgagee”  means  the  original 
lender  imder  a  mortgage  and  Its  succes¬ 
sors  and  such  of  Its  assigns  as  are  ap¬ 
proved  by  the  Commissioner. 

(g)  “Insiured  mortgage”  means  a 
mortgage  which  has  been  insured  as 
evidenced  by  the  Issuance  of  a  Mortgage 
Insurance  Certificate  or  by  the  endorse¬ 
ment  of  the  credit  Instrument  by  the 
Commissioner. 

(h)  “Project  mortgage”  means  a 
mortgage  which  Is  or  has  been  Insured 
imder  any  of  the  FHA  multifamily  hous¬ 
ing  programs,  other  than  sections 
213(a)  (1)  and  213(a)  (2)  of  the  Act. 

(i)  “Beginning  of  amortization”  means 
the  date  one  month  prior  to  the  date  of 
the  first  monthly  payment  to  principal 
and  interest. 

(j)  “Family  unit”  means  a  one -family 
unit  Including  the  undivided  Interest  in 
the  common  areas  and  facilities,  and 
such  restricted  common  areas  and  facil¬ 
ities  as  may  be  designated. 

(k)  “Multifamily  project”  means  a 
project  containing  four  or  more  family 
units. 

(l)  “Common  areas  and  facilities” 
means  those  areas  of  the  project  and  of 
the  property  upon  which  it  is  located  that 
are  for  the  use  and  enjoyment  of  the 
owners  of  family  units  located  In  the 
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project.  The  areas  may  include  the  land, 
roofs,  main  walls,  elevators,  staircases, 
lobbies,  halls,  parking  space  and  commu¬ 
nity  and  commercial  facilities. 

(m)  “Restricted  common  areas  and 
facilities”  means  those  areas  and  facili¬ 
ties  restricted  to  a  particular  family  unit 
or  number  of  family  units. 

Approval  of  Mortgagees 
fi  234.5  Qualification  of  lenders. 

The  provisions  of  8S  203.1  to  203.9,  in¬ 
clusive,  of  this  chapter,  shall  govern  the 
eligibility,  qualifications  and  require¬ 
ments  of  mortgagees  under  this  subpart. 

Application  and  Commitment 
§  234.10  Submission  of  application. 

Any  approved  mortgagee  may  submit 
an  application  for  Insurance  of  a  mort¬ 
gage  under  this  subpart. 

§  234.11  Form  of  application. 

An  application  for  insurance  shall  be 
made  upon  a  standard  form  prescribed 
by  the  Commissioner. 

§  234.12  Approval  and  commitment. 

Upon  approval  of  an  application,  ac¬ 
ceptance  of  the  mortgage  for  Insurance 
shall  be  evidenced  by  the  Issuance  of  a 
commitment  setting  forth,  upon  a  form 
prescribed  by  the  Commissioner,  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  insured. 

§  234.13  Application  and  commitment 
extension  fees. 

(a)  Application  fee — (1)  Amount  of 
fee.  The  mortgagee  shall  pay  an  applica¬ 
tion  fee  of  $40  per  family  unit  to  cover 
the  cost  of  processing. 

(2)  Time  of  fee  payment.  The  appli¬ 
cation  fee  shall  be  due  and  payable  by 
the  mortgagee  upon  receipt  from  the 
PHA  of  a  monthly  statement  covering 
the  related  transactions. 

(3)  Credit  for  fee  previously  charged. 
A  credit  may  be  allowed  the  mortgagee 
for  an  application  fee  previously  charged 
under  such  conditions  as  the  Commis¬ 
sioner  prescribes. 

(4)  Fee  not  required.  A  mortgagee 
shall  not  be  required  to  pay  an  applica¬ 
tion  fee  where: 

(1)  The  application  is  not  accepted  for 
processing;  or 

(ii)  The  application  is  made  on  behalf 
of  a  veteran  for  the  Insurance  of  a  mort¬ 
gage  to  refinance  an  existing  insured 
mortgage  which  is  in  default  by  reason 
of  his  military  service,  if  the  Commis¬ 
sioner  finds  that  the  charging  of  such 
fee  would  be  inequitable  under  the  cir¬ 
cumstances  of  the  transaction.  For  the 
purpose  of  this  subdivision  the  word 
“veteran”  shall  mean  a  person  who  has 
served  in  the  active  military  or  naval 
service  of  the  United  States  at  any  time 
on  or  after  September  16,  1940,  and  prior 
to  July  26,  1947,  or  on  or  after  June  27, 
1950,  and  prior  to  February  1, 1955;  or 

(ill)  The  application  is  in  connection 
with  the  insurance  of  a  mortgage  to 
finance  the  purchase  of  Commissioner- 
held  property;  or 
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(iv)  The  application  is  filed  prior  to 
the  issuance  of  the  commitment  to  insure 
the  project  mortgage. 

(b)  Commitment  extension  fee — (1) 
Amount  of  fee.  The  mortgagee  shall 
pay  a  commitment  extension  fee  of  $25 
for  extending  an  outstanding  commit¬ 
ment  or  for  reopening  and  extending  an 
expired  commitment  within  two  months 
after  such  expiration. 

(2)  Time  of  fee  payment.  The  com¬ 
mitment  extension  fee  shall  be  due  and 
payable  by  the  mortgagee  upon  receipt 
from  the  FHA  of  a  monthly  statement 
covering  the  related  transactions. 

(3)  Credit  for  fee  previously  charged. 
A  credit  may  be  allowed  the  mortgagee 
for  a  commitment  extension  fee  previ¬ 
ously  charged  under  such  conditions  as 
the  Commissioner  prescribes. 

(4)  Fee  not  required.  A  mortgagee 
shall  not  be  reqiilred  to  pay  a  com¬ 
mitment  extension  fee  where; 

(i)  The  commitment  to  be  extended 
or  reopened  is  in  connection  with  an 
application  made  on  behalf  of  a  veteran 
under  circumstances  set  forth  in  para¬ 
graph  (a)  (4)  (ii)  of  this  section;  or 

(ii)  The  commitment  is  in  connection 
with  the  Insurance  of  a  mortgage  to  fi¬ 
nance  the  purchase  of  Commissioner- 
held  property. 

(ill)  The  commitment  is  in  connection 
with  the  initial  sale  of  the  family  units 
following  conversion  of  the  multifamily 
structure  to  apartment  ownership. 

§  231.14  Certififiilion  of  appraisal 
amount. 

An  application  for  Insurance  shall  be 
accompanied  by  an  agreement  satisfac¬ 
tory  to  the  Commissioner,  executed  by 
the  seller  or  such  other  person  as  may  be 
required  by  the  Commissioner  whereby 
such  person  agrees  that  prior  to  any  sale 
of  the  dwelling  he  will  deliver  to  the  pur¬ 
chaser  of  the  property  a  written  stote- 
ment  in  form  satisfactory  to  the  Com¬ 
missioner  setting  forth  the  amount  of 
the  appraised  value  of  the  property  as 
determined  by  the  Commissioner. 

§  2.34.15  Certifirale  and  rontrurt  regard¬ 
ing  use  of  dwelling  for  transient  or 
hotel  purposes. 

An  application  for  Insurance  of  a 
mortgage  on  a  family  unit  which  is  one 
of  a  group  of  5  or  more  family  units 
owned  by  the  same  mortgagor  shall  be 
accompanied  by  a  contract,  in  form 
satisfactory  to  the  Commissioner,  signed 
by  the  proposed  mortgagor  covenant¬ 
ing  and  agreeing  that  so  long  as  the 
proposed  mortgage  is  Insured  by  the 
Commissioner  the  mortgagor  will  not 
rent  the  housing  or  any  part  thereof 
covered  by  the  mortgage  for  transient 
or  hotel  purposes,  together  with  the 
mortgagor’s  certification  under  oath 
that  the  housing  or  any  part  thereof 
covered  by  the  proposed  mortgage  will 
not  be  rented  for  transient  or  hotel  pur¬ 
poses.  For  the  purpose  of  this  sub¬ 
chapter  rental  for  transient  or  hotel 
purposes  shall  mean  (a)  rental  for  any 
period  less  than  30  days;  or  (b)  any 
rental  if  the  occupants  of  the  unit  are 
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provided  customary  hotel  services  such 
as  room  service  for  food  and  beverages, 
maid  service,  furnishing  and  laundering 
of  linen,  and  bellboy  service. 

§  23  4.16  Certificate  of  nuiidi.srriniiiia- 
tion  by  mortgagor. 

The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  follow¬ 
ing  points: 

(a)  That  neither  he,  nor  anyone  au¬ 
thorized  to  act  for  him,  will  refuse  to  sell 
or  rent,  after  the  making  of  a  bona  fide 
offer,  or  refuse  to  negotiate  for  the  sale 
or  rental  of,  or  otherwise  make  unavail¬ 
able  or  deny  the  dwelling  or  property 
covered  by  the  mortgage  to  any  person 
because  of  race,  color,  religion,  or  na¬ 
tional  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color, 
religion,  or  national  origin  is  recognized 
as  being  illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
Gieneral  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

Eligible  MORTG.^GES 
§  234.25  Mortgage  provisions. 

(a)  Mortgage  form.  The  mortgage 
shall  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  Juris¬ 
diction  in  which  the  property  covered 
by  the  mortgage  Is  situated  and  shall  be 
a  first  lien  upon  property  that  conforms 
with  property  standards  prescribed  by 
the  Commissioner.  The  entire  principal 
amoimt  of  the  mortgage  must  have  been 
disbursed  to  the  mortgagor  or  to  his 
creditors  for  his  accoimt  and  with  his 
consent. 

(b)  Mortgage  multiples.  The  mort¬ 
gage  shall  involve  a  principal  obligation 
in  $100  multiples.  A  mortgage  having  a 
principal  obligation  not  in  excess  of 
$15,000  and  an  amortization  period  of 
either  20.  25,  30  or  35  years  may  be  in 
$50  multiples. 

(c)  Payments  and  maturity  dates 
The  mortgage  shall : 

(1)  Provide  for  payments  to  become 
due  on  the  first  day  of  the  month. 

(2)  Have  a  maturity  satisfactory  to 
the  Commissioner  of  not  to  exceed  three- 
quarters  of  the  Commissioner’s  estimate 
of  the  remaining  economic  life  of  the 
property.  The  maturity  shall  also  be  not 
less  than  10  nor  more  than  30  years  from 
the  date  of  the  beginning  of  amortiza¬ 
tion,  except  that  the  term  may  be  35 
years  from  the  date  of  the  beginning  of 
amortization  in  either  of  the  following 
Instances; 

(1)  The  mortgagor  is  an  owner-occu¬ 
pant  of  the  property  and  is  not  able,  as 
determined  by  the  Commi.s.'^ioner,  to 
make  the  required  payments  under  a 
mortgage  having  a  shorter  amortization 
period. 

(ii)  The  application  for  the  conver¬ 
sion  of  an  Insured  project  to  condomin¬ 
ium  ownership  was  received  by  the  Com¬ 
missioner  prior  to  August  10,  1965. 
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(3)  Have  an  amortization  period  of 
either  10, 15, 20,  25, 30  or  35  years  by  pro¬ 
viding  for  either  120, 180,  240,  300,  360  or 
420  monthly  amortization  payments. 

(4)  Provide  for  payments  to  principal 
and  interest  to  begin  not  later  than  the 
first  day  of  the  month  following  60  days 
from  the  date  the  mortgagee’s  certificate 
on  the  commitment  was  executed. 

§  231.26  Conversion  of  project  to  family 
units. 

No  mortgage  .shall  be  eligible  for  in¬ 
surance  unless  the  following  require¬ 
ments  are  met: 

(a)  Location  of  family  unit.  In  all  cases 
(except  where  the  family  imlt  is  located 
in  a  project  involving  11  or  less  units), 
the  family  unit  shall  be  located  in  a 
project  which  is  or  has  been  covered  by 
a  project  mortgage  Insured  by  the  FHA. 

(b)  Plan  of  apartment  ownership. 
The  project  in  which  the  family  unit  is 
locat^  shall  have  been  committed  to  a 
plan  of  apartment-ownership  by  ena¬ 
bling  deed,  deed  of  constitution,  public 
deed,  or  other  recorded  Instrument  which 
has  been  approved  by  the  Commissioner 
prior  to  its  execution,  and  which  is  cer¬ 
tified  by  the  mortgagee  as  acceptable  and 
binding  within  the  jurisdiction  where 
the  multifamily  project  is  located. 

(c)  FHA  conversion  and  release  plans. 
The  initial  conversion  of  the  project  to 
apartment-ownership  shall  be  required  to 
comply  with  an  FHA-approved  conver¬ 
sion  plan.  The  conversion  plan  shall 
provide  for: 

(1)  The  termination  by  pasmient  in 
full  of  the  mortgage  or  by  voluntary 
termination  of  the  insurance  contract 
covering  any  FHA  Insured  mortgage  on 
the  project,  unless  the  Commissioner  de¬ 
termines  that  his  interests  and  those  of 
the  individuals  pmehasing  the  family 
units  are  best  served  by  not  requiring 
the  termination  of  the  Insurance. 

(2)  The  relesise  of  each  family  imlt 
from  any  existing  project  mortgage 
covering  the  project  pursuant  to  a  re¬ 
lease  plan  approved  by  the  FHA.  The 
plan  shall  provide  for  a  payment  to  be 
made  on  the  outstanding  balance  of  the 
project  mortgage  in  an  amoimt  equal  to 
the  share  of  the  balance  determined  by 
the  FHA  to  be  attributable  to  the  family 
imlt. 

(3)  Ihe  conveyance  of  family  units, 
equal  in  value  to  at  least  80  percent  (or 
such  lesser  percentage  as  the  Commis¬ 
sioner  may  prescribe)  of  the  total  value 
of  all  imlts,  to  owners  approved  by  the 
FHA. 

(d)  Certificates  by  mortgagee.  The 
mortgagee  shall  certify  that: 

( 1 )  The  individual  deed  for  the  f sunily 
unit  to  be  covered  by  an  FHA-insured 
mortgage  complies  with  all  legal  require¬ 
ments  of  the  jurisdiction  and  that  own¬ 
ership  thereunder  is  subject  to  the  plan 
of  apartment-ownership:  and 

(2)  The  Mortgagor  has  good  and  mar¬ 
ketable  title  to  the  family  imit  subject 
only  to  the  mortgage  which  is  a  valid 
first  lien  on  same;  and 

(3)  The  family  imit  is  assessed  and 
subject  to  assessment  for  taxes  pertain¬ 
ing  only  to  that  unit. 
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(e)  Mortgagor  limitations.  The  fam¬ 
ily  unit  to  be  covered  by  an  insured 
mortgage  shall  be  for  the  use  and  oc¬ 
cupancy  of  the  mortgagor  or  the  mort¬ 
gagor  shall  be  the  owner  of  another 
family  unit  covered  by  an  insured  mort¬ 
gage  for  such  use  and  occupancy.  The 
mortgagor  may  not  own  more  than  four 
family  units  covered  by  Insured  mort¬ 
gages.  one  of  which  shall  be  for  his  own 
use  and  occupancy. 

(f)  FHA  controls  for  consumer  and 
public  interest.  The  Commissioner  may 
require  such  conditions  and  provisions 
as  he  deems  necessary  for  the  protection 
of  the  consumer  and  public  interest,  in¬ 
cluding  but  not  limited  to  the  execution 
of  a  regulatory  agreement  between  the 
Owners  and  the  Commissioner  which 
shall  be  made  applicable  to  the  Asso¬ 
ciation  or  Cooperative  of  Owners  or  to 
any  subsequent  owner  of  a  family  unit. 

(g)  Project  mortgagee  certification. 
The  project  mortgagee  shall  certify,  not¬ 
withstanding  any  provision  of  the  mort¬ 
gage  covering  prepayment,  that  no 
charge  is  contemplated  or  has  been  col¬ 
lected  for  prepayment  in  full  of  the 
project  mortgage. 

S  234.27  Maximum  mortgage  amounta. 

(a)  Occupant  mortgagors.  A  mort¬ 
gage  executed  by  a  mortgagor  who  is  an 
occupant  of  the  unit  shall  not  exceed 
the  lesser  of  the  following: 

(1)  $33,000. 

(2)  97  percent  of  the  first  $15,000  of 
the  Commissioner’s  estimate  of  appraised 
value  of  the  family  unit,  as  of  the  date 
the  mortgage  is  accepted  for  Insurance, 
and  90  percent  of  such  value  in  excess 
of  $15,000  but  not  in  excess  of  $25,000 
and  80  percent  of  such  value  in  excess 
of  $25,000. 

(b)  Increased  mortgage  amount — 
elevator  type  structures.  [Reserved] 

(c)  Increased  mortgage  amount — high 
cost  areas.  If  the  Commissioner  finds 
that  because  of  high  costs  in  Alaska, 
Guam  or  Hawaii  it  is  not  feasible  to  con¬ 
struct  dwellings  without  the  sacrlfioe  of 
sound  standards  of  construction,  design, 
and  livability  within  the  limitations  of 
maximum  mortgage  amounts  provided  in 
this  section,  the  principal  obligation  of 
mortgages  may  be  increased  in  such 
amounts  as  the  Commissioner  finds  may 
be  necessary  to  compensate  for  such 
costs,  but  not  to  exceed,  in  any  event,  the 
maximum,  including  high  cost  area  in¬ 
creases,  if  any,  otherwise  applicable  by 
more  than  one-hsdf  thereof. 

(d)  Nonoccupant  mortgagors.  A 
mortgage  executed  by  a  mortgagor  who 
is  not  the  occupant  of  the  imit  shall  not 
exceed: 

(1)  85  percent  of  any  amount  com¬ 
puted  under  paragraph  (a)  of  this  sec¬ 
tion;  or 

(2)  The  full  amoimt  computed  under 
paragraph  (a)  of  this  section  if  the 
mortgage  covers  a  unit  and  the  Oom- 
missioner  is  furnished  with  ceilJficates 
indicating  that: 

(1)  'The  mortgagor  will  not  rent  (ex¬ 
cept  for  a  rental  term  of  not  leas  than 
SO  days  and  not  more  than  60  days) ,  sell 
(except  where  the  insured  mortgage  is 


paid  In  full  as  an  Incident  of  the  sale) , 
or  occupy  the  property  prior  to  the  18th 
amortization  payment  of  the  mortgage 
except  with  the  prior  written  approval 
of  the  Commissioner; 

(11)  Not  less  than  15  percent  of  the 
original  principial  amount  of  the  mort¬ 
gage  proceeds  has  been  deposited  in  an 
escrow,  trust,  or  special  account; 

(ill)  The  mortgagor  agrees  that,  if  the 
property  is  not  sold  prior  to  the  due  date 
of  the  18th  amortization  payment  of  the 
mortgage  to  a  purchaser  acceptable  to 
the  Commissioner  who  will  occupy  the 
property,  assume,  and  agree  to  pay  the 
mortgage  Indebtedness,  the  amount  held 
in  escrow,  trust,  or  special  account  shall 
be  applied  in  reduction  of  the  outstand¬ 
ing  principal  amount  of  the  mortgage  as 
of  the  due  date  of  the  18th  amortization 
pasmnent  of  the  mortgage; 

(Iv)  The  mortgagee  agrees  that  any 
portion  of  the  fund  held  in  escrow,  trust, 
or  special  account,  not  applied  to  the 
mortgage  in  accordance  with  the  pro¬ 
visions  of  this  paragraph,  shall  be  de¬ 
ducted  from  the  amount  of  debentures  to 
which  the  mortgagee  would  otherwise  be 
entitled  if  a  claim  for  debentures  is  filed. 

§  234.28  Mortgagor's  minimum  invest¬ 
ment. 

(a)  At  the  time  the  mortgage  is  in¬ 
sured  the  mortgagor  shall  have  paid  on 
account  of  the  family  unit  at  least  3 
percent  of  the  Commissioner’s  estimate 
of  the  cost  of  acquisition  or  such  larger 
amount  as  the  Commissioner  may  de¬ 
termine  in  cash  or  its  equivalent. 

(b)  A  mortgagor  who  is  60  years  of 
age  or  older  as  of  the  date  the  mortgage 
is  accepted  for  insurance  may  borrow 
from  a  corporation  or  person  satisfac¬ 
tory  to  the  Commissioner,  the  payment 
required  by  this  section,  plus  settlement 
costs  which  may  include  initial  payments 
for  taxes,  hazard  Insurance,  mortgage 
insurance  premium  and  other  prepaid 
expenses,  as  determined  by  the  Commis¬ 
sioner.  As  security  for  the  loan,  the  mort¬ 
gagor  may  give  a  note  or  other  evidence 
of  indebtedness  bearing  interest  at  a 
rate  not  in  excess  of  that  permitted  in 
the  insured  mortgage.  ’The  aggregate 
amount  of  the  Insured  mortgage  and 
the  loan  referred  to  in  this  section  shall 
not  exceed  an  amount  equal  to  the  Com¬ 
missioner’s  estimate  of  the  appraised 
value  of  the  property,  plus  an  amount 
equal  to  the  initial  payments  for  taxes, 
hazard  insurance,  mortgage  insurance 
premium,  and  other  prepaid  expenses, 
as  determined  by  the  Commissioner. 

§  234.29  Maxiniiiiii  iiilcrrsi  rale. 

(a)  The  mortgage  shall  bear  interest 
at  the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  an 
application  for  commitment  was  received 
by  the  Secretary  before  February  18, 
1971,  the  mortgage  may  bear  interest  at 
the  maximum  rate  in  effect  at  the  time 
of  receipt  of  the  application. 

(b)  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
amount  of  the  mortgage  outstanding  on 
the  due  date  of  each  Installment. 
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§  234.36  Amortization  provisions. 

The  mortgage  shall  contain  complete 
amortization  provisions  satisfactory  to 
the  Commissioner,  requiring  monthly 
payments  by  the  mortgagor  not  In  excess 
of  his  reasonable  ability  to  pay  as  de¬ 
termined  by  the  Commissioner.  The 
sum  of  the  principal  and  interest  pay¬ 
ments  In  each  month  shall  be  substan¬ 
tially  the  same. 

S  234.37  Payment  of  insurance  pre¬ 
miums  or  charges;  adjusted  mort¬ 
gage  insurance  premiums. 

(a)  The  mortgage  shall  provide  for 
monthly  pasrments  by  the  mortgagor  to 
the  mortgagee  of  an  amount  equal  to 
one-twelfth  of  the  annual  mortgage  In¬ 
surance  premium  payable  by  the  mort¬ 
gagee  to  the  Commissioner.  If  the 
mortgage  contains  a  provision  permitting 
the  holder  to  make  future  “open-end” 
advances  or  Is  amended  or  modified  to 
Include  such  a  provision,  the  mortgage 
shall  provide  for  a  monthly  payment  by 
the  mortgagor  of  an  amount  equal  to 
one-twelfth  of  the  annual  charge,  pay¬ 
able  by  the  mortgagee  to  the  Commis¬ 
sioner  for  Insurance  of  such  advances. 
Such  payments  shall  continue  only  so 
long  as  the  contract  of  Insurance  shall 
remain  In  effect. 

(b)  The  mortgage  shall  provide  that 
upon  the  pajrment  of  the  mortgage  before 
maturity,  the  mortgagor  shall  pay  the 
adjusted  mortgage  Insurance  premltim 
referred  to  In  this  subchapter,  but  shall 
not  provide  for  the  payment  of  any 
further  charge  on  accoimt  of  such 
prepayment. 

§  234.38  Mortgage  provisions  for  addi¬ 
tional  payments  and  covenants. 

(a)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  any  ground  or  lease  rents  and 
the  estimated  amount  of  any  taxes, 
special  assessments,  and  such  property 
Insurance  premiums  as  may  be  required 
by  the  mortgagee,  within  a  period  ending 
one  month  prior  to  the  dates  on  which 
such  charges  become  delinquent.  The 
mortgage  shall  further  provide  that  pay¬ 
ments  and  such  property  Insurance 
premiums  as  may  be  required  by  the 
mortgagee,  tdiall  be  held  by  the  mort¬ 
gagee  for  the  benefit  and  account  of  the 
mortgagor  In  a  manner  satisfactory  to 
the  Commissioner,  for  the  purpose  of 
paying  ground  rents,  taxes,  special 
assessments,  and  such  property  Insur¬ 
ance  premiums  as  may  be  required  by 
the  mortgagee,  before  they  become  de¬ 
linquent.  The  mortgage  must  also  make 
provision  for  adjustments  In  case  the 
estimated  amount  of  taxes,  special  as¬ 
sessments,  and  such  property  Insurance 
premliuns  as  may  be  required  by  the 
mortgagee,  shall  prove  to  be  more,  or 
less,  than  the  actual  amount  thereof  paid 
by  the  mortgagor. 

(b)  The  mortgage  shall  contain  a 
covenant  by  the  mortgagor  to  pay  the 
allocated  share  of  the  common  expenses 
or  assessments  and  charges  by  the  Asso¬ 
ciation  of  Owners  as  provided  In  the 
Plan  of  Apartment  Ownership  and  a 
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provision  approved  by  the  Commissioner 
by  which  the  Regulatory  Agreement  Is 
Incorporated  In  and  made  a  part  of  the 
mortgage. 

(c)  As  used  in  the  mortgage  the  term 
“assessments”  except  where  It  refers  to 
assessments  and  charges  by  the  Associa¬ 
tion  shall  be  defined  to  mean  “special 
assessments  by  state  or  local  govern¬ 
mental  agencies,  districts  or  other  public 
taxing  or  assessing  bodies.” 

§  234.39  Application  of  paynient§. 

All  monthly  payments  to  be  made  by 
the  mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  each  month  In  a  single  pay¬ 
ment.  The  mortgagee  shall  apply  the 
aggregate  payment  to  the  following 
Items  in  the  order  set  forth: 

(a)  Premium  charges  under  the  con¬ 
tract  of  insurance.  Including  Insurance 
charges  for  open-end  advances; 

(b)  Oroimd  rents,  taxes,  special  as¬ 
sessments,  and  such  property  Insurance 
premiums  as  may  be  required  by  the 
mortgagee ; 

(c)  Interest  on  the  mortgage; 

(d)  Amortization  of  the  principal  of 
the  mortgage;  and 

(e)  Any  deficiency  In  the  amount  of 
any  aggregate  monthly  pajmient  shall, 
unless  made  good  by  the  mortgagor 
prior  to,  or  on,  the  due  date  of  the  next 
aggregate  payment,  constitute  a  default 
under  the  mortgage. 

§  234.46  Late  charge. 

The  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  2  cents  for  each  dollar  of 
each  payment  more  than  15  days  In 
arrears,  to  cover  the  extra  expense  In¬ 
volved  In  handling  delinquent  payments. 
Late  charges  shall  be  separately  charged 
to  and  collected  from  the  mortgagor  and 
shall  not  be  deducted  from  any  aggre¬ 
gate  monthly  pasrment. 

§  234.47  Mortgagor's  paynicnls  when 
mortgage  is  executed. 

The  mortgagor  shall  pay  to  the  mort¬ 
gagee,  upon  the  execution  of  the  mort¬ 
gage,  a  sum  sufBclent  to  pay  any  ground 
rents  and  the  estimated  taxes,  special 
assessments,  and  fire  and  other  hazard 
Insurance  premiums  for  the  period  be¬ 
ginning  on  the  date  to  which  such 
ground  rents,  taxes,  assessments,  and 
insurance  premiums  were  last  paid  and 
ending  on  the  date  of  the  first  monthly 
payment  under  the  mortgage  plus  an 
amount  sufllcient  to  pay  the  mortgage 
Insurance  premium  from  the  date  of  the 
closing  of  the  loan  to  the  date  of  the 
first  monthly  payment. 

§  234.48  Maximum  chargen,  fees  or 
discounts. 

(a)  The  mortgagee  may  collect  from 
the  mortgagor  the  following  charges, 
fees  or  discounts. 

(1)  A  charge  to  compensate  the  mort¬ 
gagee  for  expenses  Incurred  In  originat¬ 
ing  and  closing  the  loan,  the  charge  not 
to  exceed  $20  or  1  percent  of  the  original 
principal  amoxmt  of  the  mortgage, 
whichever  Is  the  greater; 
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(2)  Reasonable  and  customary 
amounts  for  any  of  the  following  Items; 

(i)  Recording  fees  and  recording  taxes 
or  other  charges  incident  to  recordation; 

(11)  Credit  report; 

(ill)  Survey,  If  required  by  mortgagee 
or  mortgagor; 

(Iv)  Title  examination;  title  Insur¬ 
ance,  if  any; 

(v)  Such  other  reasonable  and  cus¬ 
tomary  charges  or  fees  as  may  be 
authorized  by  the  Commissioner. 

(b)  Prior  to  insurance  of  any  mort¬ 
gage,  the  mortgagee  shall  furnish  to  the 
Commissioner  a  signed  statement  In 
form  satisfactory  to  the  Commissioner, 
listing  all  Items  for  which  any  charge, 
fee  or  discount  was  collected  by  It,  from 
the  mortgagor,  together  with  the  amount 
of  each  such  charge,  fee  or  discount. 
The  Commissioner’s  endorsement  of  the 
mortgage  for  insurance  shall  constitute 
approval  of  the  listed  charges,  fees  or 
discounts. 

(c)  Nothing  In  this  section  shall  be 
construed  as  prohibiting  the  mortgagor 
from  dealing  through  a  broker  who  does 
not  represent  the  mortgagee.  If  he  pre¬ 
fers  to  do  so,  and  paying  such  compen¬ 
sation  as  is  satisfactory  to  the  mortgagor 
In  order  to  obtain  mortgage  financing. 

§  234.49  Eligible  mortgages  in  Alaska, 
Guam,  or  Hawaii. 

If  the  Alaska  Housing  Authority  or  the 
Government  of  Guam  or  Hawaii  or  any 
agency  or  Instrumentality  thereof  Is  the 
mortgagor  or  mortgagee,  or  If  the  mort¬ 
gagor  Is  regulated  or  restricted  as  to 
rents  or  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  operation 
to  suQh  an  extent  and  In  such  manner  as 
the  Commissioner  determines  advisable 
to  provide  reasonable  rental  and  sales 
prices  and  a  reasonable  return  on  the 
Investment,  any  mortgage  otherwise 
eligible  for  Insurance  under  this  subpart, 
may  be  Insured  without  regard  to  any 
requirement  that  the  mortgagor: 

(1)  Be  the  owner  and  occupant  of  the 
property; 

(2)  Has  paid  on  account  of  the  prop¬ 
erty  a  prescribed  percentage  of  the  ap¬ 
praised  value  of  the  property;  or 

(3)  Certify  that  the  mortgaged  prop¬ 
erty  be  free  and  clear  of  all  liens  other 
than  the  mortgage  offered  for  Insurance 
and  that  there  will  not  be  any  other 
unpaid  obligations  contracted  In  connec¬ 
tion  with  the  mortgage  transaction  or 
the  purcha.se  of  the  mortgaged  property. 

(c)  Economic  soundness  shall  not  be 
applicable  to  mortgages  covering  prop¬ 
erty  located  In  Alaska  or  In  Guam  or  In 
Hawaii,  but  the  Commissioner  shall  find 
that  the  property  Is  an  acceptable  risk 
giving  consideration  to  the  acute  housing 
shortage  in  Ala.ska  or  In  Guam,  or  In 
Hawaii. 

§  234.51  Ownor-occupancy  in  military 
MTvire  ruM'.*. 

Any  mortgage  otherwise  eligible  for 
Insurance  under  any  of  the  provisions  of 
this  part  may  be  Insured  without  regard 
to  any  requirement  contained  In  this 
part  that  the  mortgagor  be  the  occupant 
of  the  property  at  the  time  of  Insurance, 
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where  the  Commissioner  Is  satisfied  that 
the  Inability  of  the  mortgagor  to  occupy 
the  prop>erty  Is  by  reason  of  his  entry 
Into  military  service  subsequent  to  the 
filing  of  an  application  for  insurance  and 
the  mortgagor  expresses  an  Intent  (In 
such  form  as  may  be  prescribed  by  the 
Commissioner),  to  occupy  the  property 
upon  his  dlMharge  from  military 
service. 

Eligible  Mortgagors 
§  234.55  Mortgage  lien. 

A  mortgagor  shall  establish  that  after 
the  mortgage  offered  for  Insurance  has 
been  recorded,  the  mortgaged  property 
will  be  free  and  clear  of  all  liens  other 
than  such  mortgage  and  that  there  will 
not  be  outstanding  any  other  unpaid  ob¬ 
ligation  contracted  In  connection  with 
the  mortgage  transaction  or  the  pur¬ 
chase  of  the  mortgaged  property,  except 
obligations  which  are  secured  by  prop¬ 
erty  or  collateral  owned  by  the  mort¬ 
gagor  Independently  of  the  mortgaged 
property. 

§  234.56  Relationship  of  inrome  to 
mortgage  payments. 

A  mortgagor  shall  establish  that  the 
periodic  pasmients  required  In  the  mort¬ 
gage  submitted  for  Insurance  bear  a 
proper  relation  to  his  present  and  an¬ 
ticipated  Income  and  expenses. 

§  234.57  Credit  standing. 

A  mortgagor  shall  have  a  general 
credit  standing  satisfactory  to  the 
Commissioner. 

§  234.59  Certificate  and  contract  re¬ 
garding  use  of  family  units  for  tran¬ 
sient  or  hotel  purposes.  « 

A  mortgagor  imder  a  mortgage  cover¬ 
ing  a  one-family  unit  which  is  one  of  a 
group  of  five  of  more  one-family  units 
held  by  the  same  mortgagor  shall  cer¬ 
tify  under  oath  that  imtil  the  mortgage 
Is  paid  In  full  or  the  contract  of  Insur¬ 
ance  otherwise  terminated,  the  mort¬ 
gagor  shall  not  rent,  permit  the  rental, 
or  permit  the  offering  for  rental  of  the 
housing  units,  or  any  part  thereof,  cov¬ 
ered  by  such  mortgage  for  transient  or 
hotel  purposes.  The  mortgagor  shall 
further  execute  a  contract  with  the  Com¬ 
missioner  providing  that  so  long  as  the 
^id  mortgage  Is  Insured  he  will  not 
rent  such  housing  or  any  part  thereof, 
for  transient  or  hotel  purposes  as  defined 
In  S  234.15. 

Eligible  Properties 
§  234.65  Nature  of  title. 

A  mortgage  to  be  eligible  for  Insurance 
shall  be  on  a  fee  Interest  In,  or  on  the 
leasehold  Interest  In,  a  one-family  unit 
In  a  project  Including  an  undivided  In¬ 
terest  In  the  common  areas  and  facili¬ 
ties,  and  such  restricted  common  areas 
and  facilities  as  may  be  designated.  To 
be  eligible,  a  leasehold  Interest  shall  be 
imder  a  lease  for  not  less  than  99  years 
which  is  renewable,  or  under  a  lease 
with  a  period  of  not  less  than  50  years 
to  run  from  the  date  the  mortgage  Is 
executed. 
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§  234.67  Rental  properties. 

No  ftunlly  unit  in  a  project  which  has 
been  committed  to  a  plan  of  apartment 
ownership  shall  be  rented  for  transient 
or  hotel  purposes,  as  defined  in  S  234.15, 
while  the  family  unit  Is  subject  to  an 
PHA-lnsured  mortgage. 

§  234.68  Eligibility  of  mortgages  cover¬ 
ing  housing  in  certain  neighbor¬ 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation,  construction,  or  purchase 
of  property  located  In  an  older  declining 
urban  area  shall  be  eligible  for  insurance 
under  this  subpart  subject  to  compliance 
with  the  additional  requirements  of  this 
section. 

(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  as  are  Judged  to  be  not 
applicable  on  the  basis  of  the  following 
determinations  to  be  made  by  the 
Commissioner : 

(1)  That  the  conditions  of  the  area  In 
which  the  property  Is  located  prevent  the 
application  of  certain  eligibility  require¬ 
ments  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  In  the  area  for 
adequate  housing  for  families  of  low  and 
moderate  Income. 

(3)  That  the  mortgage  to  be  Insured  Is 
an  acceptable  risk. 

(c)  Mortgages  complying  with  the 
requirements  of  this  section  shall  be  In¬ 
sured  under  this  subpart  pursuant  to 
section  223(e)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  Insured 
under  and  be  the  obligation  of  the  Special 
Risk  Insurance  Fund. 

Open-End  Adtancbs 

§  234.70  Eligibility  of  open-end  ad¬ 
vances. 

Any  approved  mortgagee  may  make 
advances,  referred  to  in  this  subpart  as 
“open-end”  advances,  in  connection 
with  the  mortgages  previously  Insured 
under  this  subchapter  or  insured  after 
the  effective  date  of  this  subpart,  sub¬ 
ject  to  compliance  with  the  requirements 
of  this  section. 

(a)  The  proceeds  of  any  open-end  ad¬ 
vance  shall  be  used  for  the  purpose  of 
Improvements  or  repairs  which  in  the 
Commissioner’s  discretion  substantially 
protect  or  Improve  the  basic  livability 
or  utility  of  the  property  Involved.  The 
proceeds  of  such  advances  shall  not  be 
used  for  the  purpose  of  financing  obli¬ 
gations  previously  incurred  for  such  re¬ 
pairs  or  Improvements. 

(b)  The  mortgagee  shall  submit  an 
application  for  Insurance  of  open-end 
advances  upon  a  standard  form  pre¬ 
scribed  by  the  Commissioner. 

(c)  Applications  filed  must  be  accom¬ 
panied  by  the  mortgagee’s  remittance  for 
the  sum  of  $10  for  processing  of  the  ap¬ 
plication.  If  an  application  is  refused 
as  a  result  of  preliminary  examination 
by  the  CommL^oner  or  In  such  other 
Instances  as  the  Commissioner  may  de¬ 
termine  the  entire  fee  will  be  returned 
to  the  applicant. 


(d)  In  addition  to  the  application  fee 
required  by  paragraph  (c)  of  this  sec¬ 
tion,  the  mortgagee  may  charge  the 
mortgagor  a  fee  not  to  exceed  $25  or  1 
percent  of  the  open-end  advance,  which¬ 
ever  Is  the  lesser,  and  the  amount  of 
out-of-pocket  expenditures  made  by  the 
mortgagee  for  customary  costs  of  title 
search  and  recording  fees.  ’The  mort¬ 
gagee  may  require  the  mortgagor  to  pay 
to  the  mortgagee  all  charges  permitted 
under  this  section  on  or  prior  to  the  date 
of  final  disbursement  of  the  open-end 
advance,  together  with  a  sum  sufficient 
to  pay  the  Initial  Insurance  charge  pro¬ 
vided  for  In  Subpart  B  of  this  part.  No 
portion  of  such  charges  may  be  Included 
In  the  principal  amount  of  the  open-end 
advance. 

(e)  Upon  approval  of  an  application, 
acceptance  of  the  advance  for  Insurance 
will  be  evidenced  by  the  Issuance  of  a 
commitment  setting  forth,  upon  a  form 
prescribed  by  the  Commissioner,  the 
terms  and  conditions  upon  which  the 
advance  will  be  Insured. 

(f)  The  amount  of  an  advance  for 
Insurance  shall  be  added  to  the  unpaid 
principal  obligation  of  the  mortgage, 
whereupon  the  aggregate  of  the  original 
unpaid  principal  and  the  amount  of  the 
open-end  advance  shall: 

(1)  Bear  interest  at  the  rate  provided 
in  such  mortgage,  payable  In  monthly 
Installments  on  the  prlnclpsd  then  out¬ 
standing  ; 

(2)  Be  pairable  in  substantially  equal 
monthly  payments  In  an  amount  suffi¬ 
cient  to  amortize  the  aggregate  principal 
amount  within  the  remaining  original 
term  of  the  mortgage. 

(g)  The  amount  of  any  advance  for 
Insurance  (computed  In  even  dollar 
sunounts)  when  added  to  the  unpaid 
balance  of  the  original  principal  obliga¬ 
tion  of  the  mortgage  shall  not  exceed 
the  original  principal  obligation  of  the 
mortgage:  Provided,  ’That  if  the  mort¬ 
gagor  certifies  that  the  proceeds  of  such 
open-end  advance  will  be  used  to  finance 
the  construction  of  an  additional  room 
or  rooms  or  other  additional  enclosed 
space  as  a  part  of  the  dwelling,  the  ag¬ 
gregate  amount  of  the  unpaid  balance 
of  the  original  principal  obligation,  plus 
the  amount  of  the  open-end  advance, 
may  exceed  the  amount  of  the  original 
principal  obligation  of  the  mortgage,  but 
In  no  event  shall  such  aggregate  amount 
exceed  the  maximum  amounts  prescribed 
by  the  limitations  of  99  234.27  and  234.49. 

(h)  A  mortgagee  may  amend  or  mod¬ 
ify  any  approved  PHA  mortgage  form 
by  adding  such  provisions  as  It  deems 
necessary  for  the  purpose  of  making 
open-end  advances,  by  any  rider  or  mod¬ 
ification  agreement  which  Is  valid  and 
enforceable  in  the  Jurisdiction  in  which 
the  property  covered  by  the  mortgage  Is 
located,  provided  such  rider  or  modifica¬ 
tion  agreement  retains  In  the  mortgagee 
the  right  to  approve  or  disapprove  addi¬ 
tional  advances  on  such  terms  and  con¬ 
ditions  as  the  mortgagee  may  prescribe. 
The  mortgagee  shall  have  the  sole  re¬ 
sponsibility  for  determining  that  any 
mortgage  amended  by  an  “open-end” 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 


rider  or  modification  agreement  wU^be 
a  valid  and  enforceable  Instrument  and 
will  constitute  a  valid  first  lien  on  the 
property  upon  which  the  Commissioner 
based  his  valuation. 

§  234.249  EfTect  of  amendments. 

The  regulations  In  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  In  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  Interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
Insurance  on  any  mortgage  or  loan 
already  Insured  and  shall  not  adversely 
affect  the  Interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
insured  on  which  the  Commissioner  has 
made  a  commitment  to  Insure. 

Subparl  B — Contract  Rights  and 
Obligations— Individually  Owned 
Units 

§  234.251  Definitions. 

The  definitions  contained  In  8  203.251 
of  this  chapter  and  8  234.1  shall  apply 
to  this  subpart. 

§  234.255  Incorporation  by  reference. 

(a)  Provisions.  All  of  the  provisions 
of  88  203.251  through  203.435  of  this 
chapter  (Part  203,  Subpart  B)  covering 
mortgages  instired  tmder  section  203  of 
the  National  Housing  Act  shall  apply  to 
mortgages  Insured  under  section  234(c) 
of  the  National  Housing  Act  except  the 
following  provisions: 

See. 

203S57  Deed  In  lieu  of  forecloeure. 

203.370  Adjustment  for  fire,  flood,  earth¬ 
quake,  or  tornado  damage. 
203.380  Certificate  of  property  condition. 
203  S80  Waived  title  objections. 

200.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  Xn- 

sxu'ance  Fund  Income  or  loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  sbaree. 

208.424  Maximum  amoimt  of  distributive 

shares. 

208.425  Finality  of  determination. 

203.440  et  seq.  Insured  home  improvement 

loans. 

(b)  References.  For  the  purposes  of 
this  subpart,  all  references  in  88  203.251 
through  203.435  of  this  chapter  (Part 
203,  Subpart  B)  to  section  203  of  the  act, 
one-  to  foiu -family,  and  the  Mutual 
Mortgage  Insurance  Fund,  shall  be  con¬ 
strued  to  refer  to  section  234  of  the  act, 
one-family  unit,  and  the  General  Insur¬ 
ance  F^md.  The  term  “property”  or 
“each  family  dwelling  unit”  as  used  in 
88  203.251  through  203.435  of  this  chap¬ 
ter  (Part  203,  Subpart  B)  shall  be  con¬ 
strued  to  Include  “the  one-family  unit 
and  the  undivided  Interest  in  the  com¬ 
mon  areas  and  facilities  as  may  be  des¬ 
ignated”. 

§  234.260  A.ssignmcnt  of  mortgage  and 
rerlifirate  by  mortgagee. 

In  addition  to  the  reqtilrements  of 
88  203.352  and  203.353  Incorporated  by 
reference,  the  mortgagee  shall  certify 
as  to  any  changes  In  the  plan  of  apart¬ 
ment  ownership  including  the  admlnls- 
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tratlon  of  the  property.  Any  changes 
shall  require  FHA  approval. 

§  234.262  Exception  to  deed  in  lien  of 
foreclosure. 

All  of  the  provisions  of  8  203.357  of  this 
chapter  relating  to  acceptance  of  a  deed 
in  lieu  of  foreclosure  shall  apply  to  mort¬ 
gages  insured  luider  this  part  ony  If  the 
mortgagee  establishes  to  ^e  satisfaction 
of  the  Commissioner  that  there  are  no 
unpaid  assessments  owed  the  Associ¬ 
ation  or  Cooperative  of  Owners. 

§  234.265  Contents  of  deed  and  sup¬ 
porting  documents. 

In  addition  to  the  requirements  of 
§  203.367,  Incorporated  by  reference,  the 
deed  shall  comply  with  the  plan  of  apart¬ 
ment  ownership.  Any  changes  therein. 
Including  the  administration  of  the 
property,  shall  require  PHA  approval. 

§  234.270  Condition  of  the  multifamily 
structure. 

(a)  When  a  family  unit  Is  conveyed 
or  a  mortgage  Is  assigned  to  the  Commis¬ 
sioner,  the  family  unit  and  the  common 
areas  and  facilities  designated  for  the 
particular  unit  shall  be  undamaged  by 
fire,  earthquake,  tornado,  or  boiler  ex¬ 
plosion,  except  If  the  property  has  been 
damaged,  either  of  the  following  actions 
shall  be  taken: 

(1)  Tlie  property  may  be  repaired, 
prior  to  its  conveyance  or  prior  to  the 
assignment  of  the  mortgage  to  the  Com¬ 
missioner. 

(2)  The  property  may  be  conveyed  or 
the  mortgage  assigned  to  the  Commis¬ 
sioner  without  repairing  the  damage.  In 
such  instances,  the  Commissioner  shall 
deduct  from  the  Insurance  benefits  either 
his  estimate  of  the  decrease  in  value  of 
the  family  unit  or  the  amount  of  any 
Insurance  recovery  received  by  the  mort¬ 
gagee,  whichever  Is  the  greater, 

(b)  If  the  property  has  been  damaged 
by  fire  and  such  property  was  not  covered 
by-fire  Insurance  at  the  time  of  the  dam¬ 
age,  the  mortgagee  may  convey  the 
property  or  assign  the  mortgage  to  the 
Commissioner  without  deduction  from 
the  Insurance  benefits  for  any  loss  oc¬ 
casioned  by  such  fire  if  the  following 
conditions  are  met: 

(1)  The  property  shall  have  been  cov¬ 
ered  by  fire  insurance  at  the  time  the 
mortgage  was  Insured. 

(2)  The  fire  Insurance  sliall  have  been 
later  cancelled  or  renewal  shall  have 
been  refused  by  the  Insuring  company. 

(3)  The  mortgagee  shall  have  notified 
the  Commissioner  within  30  days  (or 
within  such  further  time  as  the  Commis¬ 
sioner  may  approve)  of  the  cancellation 
of  the  fire  Insurance  or  of  the  refusal  of 
the  Insuring  company  to  renew  the  fire 
Insurance.  This  notification  shall  have 
been  accompanied  by  a  certification  of 
the  mortgagee  that  diligent  efforts  were 
made,  but  It  was  unable  to  obtain  fire 
Insurance  coverage  at  reasonably  com¬ 
petitive  rates  and  that  It  will  continue  Its 
efforts  to  obtain  adequate  fire  Insimance 
(average  at  competitive  rates. 

(c)  The  provisions  in  paragraph  (b)  of 
this  section  shall  be  applicable  with  re¬ 
spect  to  the  insurance  of  all  mortgages 
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whether  Insured  prior  to  May  8,  1968,  or 
insured  on  or  alter  such  date. 

(d)  The  mortgagee  shall  not  be  liable 
for  damage  to  the  property  by  waste  in 
connection  with  mortgage  insurance 
claims  paid  on  or  after  July  2,  1968. 

§  234.273  Assessment  of  taxes. 

When  a  family  unit  Is  conveyed  to  the 
Commissioner  or  a  mortgage  Is  assigned 
to  the  Commissioner,  the  unit  shall  be 
assessed  and  subject  to  assessment  for 
taxes  pertaining  only  to  that  unit. 

§  234.274  Certificute  of  tax  assessment. 

The  mortgagee  shall  certify,  as  of  the 
date  of  filing  for  record  of  the  deed  or 
assignment  of  the  mortgage  to  the  Com¬ 
missioner,  that  the  family  imlt  Is  as¬ 
sessed  and  siibject  to  assessment  for 
taxes  pertaining  only  to  that  unit. 

§  234.275  Certificate  or  Statement  of 
condition. 

(a)  At  the  time  of  the  assignment  of 
the  mortgage  or  conveyance  of  the  prop¬ 
erty  to  the  Commissioner,  the  mortgagee 
shall,  as  of  the  date  of  the  filing  for  rec¬ 
ord  of  the  deed  or  assignment,  either: 

(1)  Certify  that  the  condtlons  of 
8  234.270(a)  have  been  met;  or 

(2)  Submit  a  statement  describing  any 
such  damage  that  may  still  exist. 

(b)  In  the  absence  of  evidence  to  the 
contrary,  the  mortgagee’s  certificate  or 
Its  statement  as  to  damage  shall  be  ac¬ 
cepted  by  the  Commissioner  as  estab¬ 
lishing  the  condtlon  of  the  family  unit 
and  the  common  areas  and  facilities  In¬ 
cluding  restricted  common  areas  and  fa¬ 
cilities  designated  for  the  particular  unit. 

§  234.280  Cancellation  of  hazard  insur¬ 
ance. 

The  provisions  of  8  203.382  Incorpo¬ 
rated  by  reference  shall  apply  to  hazard 
Insurance  policies  carried  solely  for  the 
family  unit. 

§  234.285  Waived  title  objections. 

The  Commissioner  shall  not  object  to 
title  by  reason  of  the  following  matters: 

(a)  Violations  of  a  restriction  based  on 
race,  color  or  creed,  even  where  such 
restriction  provides  for  a  penalty  of  re¬ 
version  or  forfeiture  of  title  or  a  lien 
for  liquidated  damage. 

(b)  Easements  for  public  utilities 
along  one  or  more  of  the  property  lines, 
provided  the  exercise  of  the  rights  there¬ 
under  do  not  Interfere  with  any  of  the 
buildings  or  Improvements  located  on 
the  subject  property. 

(c)  Encroachment  on  the  subject 
property  by  Improvements  on  adjoining 
property,  provided  such  encroachments 
do  not  Interfere  with  the  use  of  any  Im¬ 
provements  on  the  subject  property. 

(d)  Variations  between  the  length  of 
the  subject  property  lines  as  shown  on 
the  application  for  insurance  and  as 
shown  by  the  record  or  possession  lines, 
provided  such  variations  do  not  inter¬ 
fere  with  the  use  of  any  of  the  improve¬ 
ments  on  the  subject  property. 

(e)  Customary  building  or  use  restric¬ 
tions  for  breach  of  which  there  Is  no 
reversion  and  which  have  not  been  vio¬ 
lated  to  a  material  extent. 
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Subpart  C — Eligibility  Require- 
merits — Projects — Conversion  Indi¬ 
vidual  Sales  Units 

§  234.501  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
A.  Part  207  of  this  chapter  concerning 
eligibility  requirements  of  mortgages  cov¬ 
ering  multifamily  housing  under  section 
207  of  the  National  Housing  Act  apply  to 
blanket  mortgages  on  condominium  proj¬ 
ects  insured  under  section  234  of  the 
National  Housing  Act  except  the  follow¬ 
ing  provisions. 

Sec. 

207.1  Application  filing  and  approved  fees. 
207.4  Maximum  mortgage  amounts. 

207.11  Soundness  of  project. 

207.14  Prepayment  i»lvllege:  prepayment 

and  late  charges. 

207.15  Issuance  of  bonds  secured  by  trust 

Indenture. 

207.19  Required  supervision  of  private 

mortgagors. 

207.20  Occupancy  requirements. 

207.23  Eligibility  of  property. 

207.24  Development  of  property. 

207.31  Eligibility  of  miscellaneous  type 

mortgages. 

207.32  Eligibility  of  refinancing  transac¬ 

tions. 

207.33  Eligibility  of  mortgages  on  trailer 

courts  or  parks  for  trailer  coach 
mobile  dwellings. 

(b)  For  the  purposes  of  this  subpart 
all  references  in  Part  207  of  this  chapter 
to  section  207  of  the  Act  shall  be  con¬ 
strued  to  refer  to  blanket  mortgages 
insured  imder  section  234  of  the  Act. 

§  234.505  Definitions. 

As  used  in  this  subpart,  the  following 
terms  shall  have  the  meaning  indicated. 

(a)  “Act”  means  the  National  Housing 
Act  as  amended. 

(b)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representatives. 

(c)  "Insured  mortgage”  means  a 
mortgage  insured  by  the  endorsement 
of  the  credit  instrument  by  the  Com¬ 
missioner. 

(d)  "Maturity  date”  means  the  date 
on  which  the  mortgage  Indebtedness 
would  be  extinguished  if  paid  in  accord¬ 
ance  with  periodic  payments  provided 
for  in  the  mortgage. 

(e)  "Mortgage”  means  such  a  first 
lien  upon  real  estate  and  other  property 
as  is  commonly  given  to  secure  advances 
on,  or  the  unpaid  purchase  price  of,  real 
estate  under  the  laws  of  the  State,  dis¬ 
trict  or  territory  in  which  the  real  es¬ 
tate  is  located,  together  with  the  credit 
Instrument  or  instruments,  if  any,  se¬ 
cured  thereby.  In  any  instance  where  an 
operating  loss  loan  is  involved,  the  term 
shall  Include  both  the  original  mortgage 
and  the  instrument  securing  the  loan. 

(f)  "Mortgagee”  means  the  original 
lender  under  a  mortgage,  and  its  suc¬ 
cessors  and  assigns,  and  includes  the 
holders  of  credit  instruments  issued 
under  a  trust  Indenture,  mortgage  or 
deed  of  trust  piirsuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 
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(g)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  its  suc¬ 
cessors  and  assigns. 

(h)  "Replacement  cost”  is  the  cost,  as 
estimated  by  the  Commissioner,  of  the 
property  or  project  when  the  proposed 
improvements  are  completed.  It  may 
Include  the  land,  the  proposed  physical 
Improvements,  utilities  within  the  bound¬ 
aries  of  the  land,  architect’s  fees,  taxes. 
Interest  during  construction  and  such 
other  items  of  cost  as  approved  by  the 
Commissioner. 

(1)  "State”  includes  the  several  States, 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  and  the  Virgin  Islands. 

§  234.506  Appliration  filing  and  ap¬ 
proved  fees. 

All  of  the  provisions  of  §  207.1  of  this 
chapter  relating  to  the  filing  of  an  ap¬ 
plication  for  insurance  and  the  fees  to  be 
paid  to  the  Commissioner  apply  to  cases 
involving  mortgages  to  be  insured  under 
this  subpart,  except  that  in  all  cases  the 
combined  application,  commitment,  and 
inspection  fees  shall  aggregate  no  less 
than  the  following  amounts: 

(a)  $50  per  dwelling  unit,  in  a  case 
Involving  new  construction. 

(b)  $40  per  dwelling  unit,  in  a  case 
involving  rehabilitation. 

§  234.510  Certification  by  mortgagee. 

The  application  for  insurance  shall  be 
accompanied  by  a  certification  from  the 
mortgagee  that  the  law  of  the  jurisdic¬ 
tion  will  permit  the  project  to  be  con¬ 
verted  to  a  plan  of  apartment  ownership 
which  will  meet  the  requirements  of  this 
part. 

§  234.515  Certification  by  mortgagor. 

The  application  for  Insurance  shall  be 
accompanied  by  a  certification  from  the 
mortgagor  that  it  intends,  upon  comple¬ 
tion  of  the  project,  to  commit  the  owner¬ 
ship  of  the  project  to  a  plan  of  apartment 
ownership  under  which  each  family  unit 
in  the  project  will  be  eligible  for  indi¬ 
vidual  mortgage  Insurance  imder  section 
234(c)  of  the  Act.  The  mortgagor  shall 
further  certify  that  it  Intends  faithfully 
and  diligently  to  make  all  reasonable 
effort  to  establish  the  plan  of  aptirtment 
ownership  and  to  sell  the  family  units 
to  purchasers  approved  by  the  Com¬ 
missioner, 

§  234.520  Eligibility  of  property. 

(a)  A  mortgage  to  be  eligible  for  in¬ 
surance  shall  be: 

(1)  On  real  estate  held  in  fee  simple; 
or 

(2)  On  the  interest  of  the  lessee  in 
real  estate  held  under  a  lease  having  one 
of  the  following  terms: 

(i)  A  period  of  not  less  than  95  years 
and  which  is  renewable. 

(ii)  A  period  of  not  less  than  75  years 
to  run  from  the  date  the  mortgage  Is 
executed. 

(ill)  Any  other  period  satisfactory  to 
the  Commissioner  which  is  not  less  than 
55  years,  provided  the  lease  contains  an 
option  in  the  lessee  to  extend  the  lease 
to  a  total  term  of  75  years. 


(b)  Leases  shall  contain  provisions 
permitting  the  conversion  of  the  project 
to  ah  FHA  approved  plan  of  apartment 
ownership. 

(c)  The  project  shall  consist  of  not 
less  than  four  dw^elling  units  which  may 
be  detached,  semidetached,  or  row  house, 
or  multi-family  structures. 

§  234.525  Maximum  mortgage 
amoiinU — new  construction. 

The  mortgage  may  involve  a  principal 
obligation  not  in  excess  of  the  lowest  of 
the  following  limitations: 

(a)  Dollar  limitation.  $20,000,000  If 
executed  by  a  Private  Mortgagor,  or 
$25,000,000  If  executed  by  a  Public  Mort¬ 
gagor. 

(b)  Loan-to-value  limitation.  90 
percent  of  the  Commissioner’s  estimate 
of  replacement  cost  of  the  project. 

(c)  Family  unit  limitation.  For 
such  part  of  the  property  or  project  at¬ 
tributable  to  dwelling  use  (excluding  ex¬ 
terior  land  Improvement  as  defined  by 
the  Commissioner)  an  amount  per  fami¬ 
ly  unit,  depending  on  the  number  of 
bedrooms,  which  may  be: 

( 1 )  $9,900  without  a  bedroom. 

(2)  $13,750  with  one  bedroom. 

(3)  $16,500  with  two  bedrooms. 

(4)  $20,350  wtih  three  bedrooms. 

(5)  $23,100  with  four  or  more 
bedrooms. 

(d)  Individual  unit  limitation.  An 
amount  equal  to  the  sum  of  the  unit 
mortgage  amounts  determined  under 
the  provisions  of  section  234(c)  of  the 
Act,  assuming  the  mortgagor  to  be  the 
owner  and  occupant  of  each  family  unit. 

§  234.530  Increased  mortgage  amounts. 

(a)  Elevator  type  structures.  In 
order  to  compensate  for  the  higher  costs 
incident  to  construction  of  elevator  type 
structures  of  sound  standards  of  con¬ 
struction  and  design,  the  Commissioner 
may  increase  the  dollar  amount  limita¬ 
tion  per  family  unit  as  provided  in 
§  234.525(c)  to  not  to  exceed: 

(1)  $11,550  per  family  unit  without  a 
bedroom. 

(2)  $16,500  per  family  unit  with  one 
bedroom. 

(3)  $19,800  per  family  unit  with  two 
bedrooms. 

(4)  $24,750  per  family  unit  with  three 
bedrooms. 

(5)  $28,050  per  family  unit  with  four 
or  more  bedrooms. 

(b)  High  cost  areas.  (1)  In  any  geo¬ 
graphical  area  where  the  Commissioner 
finds  cost  levels  so  require,  the  Commis¬ 
sioner  may  Increase,  but  not  to  exceed 
45  percent,  the  dollar  amount  limitations 
set  forth  in  paragraph  (a)  of  this  sec¬ 
tion  and  in  §  234.525(c) . 

(2)  If  the  Commissioner  finds  that 
because  of  high  costs  in  Alaska,  Guam, 
or  Hawaii,  it  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  sound 
standards  of  construction,  design  and 
livability  within  the  limitations  of  maxi¬ 
mum  mortgage  amounts  provided  in  this 
part,  the  principal  obligation  of  mort¬ 
gages  may  be  increased  in  such  amounts 
as  may  be  necessary  to  compensate  for 
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such  costs,  but  not  to  exceed,  in  any 
event,  the  maximum.  Including  high  cost 
area  Increases,  if  any,  otherwise  appli¬ 
cable  by  more  than  one-half  thereof. 

§  234.531  Loans  to  cover  2  year  operat¬ 
ing  loss. 

(a)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during  the 
first  2  years  following  completion  of  the 
project,  he  may.  In  his  discretion,  accept 
for  Insurance  under  this  part,  a  loan  to 
cover  such  loss.  For  the  purposes  of  this 
section,  an  operating  loss  shall  occur 
when  the  Commissioner  determines  that 
the  total  of  the  taxes.  Interest  on  the 
mortgage  debt,  mortgage  Insurance  pre¬ 
miums,  hazard  Insurance  premiums,  and 
the  expense  of  maintenance  and  opera¬ 
tion  of  the  project  (excluding  deprecia¬ 
tion)  exceeds  the  project  income. 

(b)  Security  instrument.  The  loan 
shall  be  secured  by  an  Instnunent  In  a 
form  approved  by  the  Commissioner  for 
use  In  the  Jurisdiction  In  which  the 
project  Is  located. 

(c)  Maximum  interest  rate.  The  loan 
may  bear  Interest  at  such  rate  as  may  be 
agreed  upon  by  the  mortgagee  and  the 
mortgagor,  but  in  no  case  shall  such 
rate  exceed  the  rate  In  effect  under 
S  207.7  of  this  chapter  on  the  date  the 
commitment  Is  Issued.  Interest  shall  be 
payable  In  monthly  installments  on  the 
principal  then  outstanding. 

(d)  Maturity.  The  loan  shall  be 
limited  to  a  term  not  exceeding  the  un- 
explred  term  of  the  original  mortgage. 

§  234.535  Adjiuted  mortgage  amount— 
rehabilitation  projerta. 

In  addition  to  the  maximum  mort¬ 
gage  amoimt  limitations  of  8S  234.525 
and  234.530,  a  mortgage  having  a  princi¬ 
pal  amount  computed  In  compliance  with 
the  applicable  provisions  of  this  sub- 
part,  and  which  Involves  a  project  to 
be  repaired  or  rehabilitated,  shall  be  sub¬ 
ject  to  the  following  additional  limita¬ 
tions: 

(a)  Property  held  in  fee.  If  the  mort¬ 
gagor  Is  the  fee  simple  owner  of  the  proj¬ 
ect,  the  maximum  mortgage  amoimt  shall 
not  exceed  100  percent  of  the  Commis¬ 
sioner’s  estimate  of  the  cost  of  the  pro¬ 
posed  repairs  or  rehabilitation. 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  mort^gor  owns  the  proj¬ 
ect  subject  to  an  outstanding  Indebted¬ 
ness,  which  Is  to  be  refinanced  with  part 
of  the  Insured  mortgage,  the  maximum 
mortgage  amount  shall  not  exceed  the 
siun  of: 

(1)  The  Commissioner’s  estimate  of 
the  cost  of  the  repair  or  rehabilitation; 
and 

(2)  Such  portion  of  the  outstanding 
Indebtedness  as  does  not  exceed  90  per¬ 
cent  of  the  Commissioner’s  estimate  of 
the  fair  market  value  of  such  land  and 
Improvements  prior  to  the  repair  or  re¬ 
habilitation. 

(c)  Property  to  be  acquired.  If  the 
project  Is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  Is  to  be 
financed  with  a  part  of  the  Insured  mort¬ 
gage,  the  maximum  mortgage  amount 
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shall  not  exceed  90  percent  of  the  sum 
of: 

(1)  The  Commissioner’s  estimate  of 
the  cost  of  the  repair  or  rehabilitation; 
and 

(2)  The  actual  purchase  price  of  the 
land  and  Improvements,  but  not  In  ex¬ 
cess  of  the  Commisloner’s  estimate  of  the 
fair  market  value  of  such  land  and  Im¬ 
provements  prior  to  the  repair  or  re¬ 
habilitation. 

§  234. .510  Kcilucf'd  niorigiige  aiiiniint — 
leuHclioltlis. 

In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replace¬ 
ment  cost  of  the  property  in  fee  simple 
reduced  by  an  amount  equal  to  the 
capitalized  value  of  the  ground  rent. 

§  234.545  Prepayment  privilege  and 
prepayment  charges. 

(a)  Prepayment  privilege.  The  mort¬ 
gage  shall  contain  a  provision  permitting 
the  mortgagor  to  prepay  the  mortgage 
In  whole  or  in  part  upon  any  Interest 
payment  date,  after  giving  to  the  mort¬ 
gagee  30  days  notice  in  writing  in  ad¬ 
vance  of  Its  Intention  to  prepay. 

(b)  Prepayment  charge.  The  mort¬ 
gage  may  contain  a  provision  for  such 
charge,  in  the  event  of  prepayment  of 
principal,  as  may  be  agreed  upon  between 
the  mortgagor  and  mortgagee.  How¬ 
ever,  the  mortgagor  shall  be  permitted 
to  prepay  up  to  15  percent  of  the  orig¬ 
inal  principal  amount  of  the  mortgage 
in  any  one  calendar  year  without  any 
prepayment  charge.  No  prepayment 
charge  shall  be  collected  if  prepayment 
results  from  either  of  the  following: 

(1)  A  payment  requirement  of  the 
Commissioner. 

(2)  Prepayment  of  the  project  mort¬ 
gage  as  part  of  a  plan  for  committing 
the  ownership  of  the  project  to  family 
unit  ownership. 

§  234.550  Late  charge. 

The  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  two  cents  for  each  dollar 
of  each  payment  to  Interest  and  principal 
more  than  15  days  In  arrears,  to  cover  the 
extra  expense  Involved  In  handling  de¬ 
linquent  payments.  Late  charges  shall 
be  separately  charged  to  and  collected 
from  the  mortgagor  and  shall  not  be  de¬ 
ducted  from  any  aggregate  monthly 
payment. 

§  234.555  Zoning,  deed  or  building  re¬ 
strictions. 

’The  project  when  constructed  or  re¬ 
habilitated  shall  not  violate  any  material 
zoning  or  deed  restrictions  applicable  to 
the  project  site,  and  shall  comply  with 
all  applicable  bviUdlng  and  other  govern¬ 
mental  regulations. 

§  234.560  Supervision  by  Commis¬ 
sioner. 

(a)  In  general.  All  of  the  provisions 
of  9  207.19  of  this  chapter  relating  to  re¬ 
quirements  Incident  to  Insurance  of  ad- 


216.1.-) 

vances  as  well  as  those  concerning  labor 
standards  and  prevailing  wage  require¬ 
ments,  apply  to  mortgages  executed  by 
eligible  mortgagors  imder  this  subpart 
but  paragraphs  (a),  (b),  (e),  (f).  (g) 
and  (h)  of  such  9  207.19  do  not  apply. 

(b)  Type  of  supervision.  The  Com¬ 
missioner  may  rebate  and  restrict  the 
mortgagor  as  long  as  the  Commissioner 
Is  the  Insurer,  holder  or  re-lnsurer  of  the 
mortgage.  Such  regulation  or  restric¬ 
tion  may  be  In  the  form  of  a  regulatory 
agreement,  corporate  charter  or  such 
other  means  as  the  Commissioner 
approves. 

§  234.565  Occupancy  requirements. 

(a)  Family  with  children.  The  mort¬ 
gagor  shall  certify  imder  oath  to  the 
Commissioner  that: 

(1)  In  selecting  tenants  for  the  proj¬ 
ect,  or  in  selllnc;  family  units  under  the 
plan  for  apartment  ownership,  the  mort¬ 
gagor  will  not  discriminate  against  any 
family  because  it  Includes  children. 

(2)  'The  mortgagor  will  not  sell  the 
project  while  the  mortgage  Insurance  Is 
in  effect,  unless  the  purchaser  makes  the 
certification  required  In  subparagraph 
( 1 )  of  this  paragraph. 

(b)  Transient  or  hotel  purposes.  The 
mortgagor  shall  certify  imder  oath  to  the 
Commissioner  that,  so  long  as  the  mort¬ 
gage  Is  Insured  by  the  Commissioner,  the 
mortgagor  will  not  rent,  permit  the 
rental  or  permit  the  offering  for  rental 
of  the  housing,  or  any  part  thereof,  cov¬ 
ered  by  such  mortgage  for  transient  or 
hotel  purposes.  For  the  purpose  of  this 
certificate,  the  term  rental  for  transient 
or  hotel  purposes  shall  mean  (1)  rental 
for  any  period  less  than  30  days,  or  (2) 
any  rental.  If  the  occupants  of  the  hous¬ 
ing  accommodations  are  provided  cus¬ 
tomary  hotel  services  such  as  room  serv¬ 
ice  for  food  and  beverages,  maid  service, 
furnishing  and  laundering  of  linens,  and 
bellboy  service. 

§  234.570  Advance  amortization  re¬ 
quirements. 

If  prior  to  the  beginning  of  amortiza¬ 
tion  net  Income,  as  defined  by  the  Com¬ 
missioner,  Is  received  as  a  result  of  the 
operation  of  the  project,  such  net  In¬ 
come,  to  the  extent  determined  by  the 
Commissioner,  shall  be  deposited  In  an 
escrow  account  pursuant  to  an  agree¬ 
ment  approved  by  the  Commissioner. 
The  agreement  shall  provide  that  dis¬ 
bursement  shall  be  made  only  as  directed 
by  the  Commissioner. 

Subpart  D — Contract  Rights  and 
Obligations — Projects 
§  234.751  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  §§  207.251 
et  seq.  (Part  207,  Subpart  B)  of  this 
chapter  covering  mortgages  Insured 
under  section  207  of  the  National  Hous¬ 
ing  Act  shall  apply  to  mortgages  insured 
under  section  234(d)  of  such  Act. 

(b)  For  the  purposes  of  this  subpart, 
all  references  In  Part  207  of  this  chapter 
to  section  207  of  the  National  Housing 
Act  shall  be  construed  to  refer  to  sec¬ 
tion  234(d)  of  the  act. 
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PART  235— MORTGAGE  INSURANCE 
AND  ASSISTANCE  PAYMENTS  FOR 
HOME  OWNERSHIP  AND  PROJECT 
REHABILITATION 

Subpart  A — Eligibility  Requiremenlt — Hom*s  for 
Lower  Income  Families 

Sec 

235.1  Incorporation,  by  reference. 

235.5  Deflnltlona  used  In  this  subpart. 

235.7  Application  and  commitment  exten¬ 

sion  fees. 

235 . 1 0  Eligible  mortgagors. 

235.12  Sellers’  reimbursement  agreement. 

235.15  Eligible  types  of  dwellings. 

235.20  Requirements  for  family  unit  In 
condomlnliun. 

235.22  Mortgage  provisions. 

235.25  Maximum  mortgage  amount. 

235.30  Increased  mortgage  amount — ^hlgh 
cost  areas. 

235.35  Mortgagor’s  Investment. 

235.40  Late  charge. 

235.45  Eligibility  requirements  for  pur¬ 
chaser  from  rehabilitation  sales 
project. 

Subpart  B— Contract  Rights  and  Obligations — 
Homes  for  Lower  Income  Families 

235.201  Incorporation  by  reference. 

235.205  Deed  In  lieu  of  foreclosure. 

235.210  Request  by  Commissioner  for  as¬ 
signment  of  mortgage. 

235.215  Method  of  paying  Insurance  bene¬ 
fits. 

236.220  Condition  of  property. 

Special  Provisions  Applicable  Only  to 
Mortgages  Involving  Condominiuic  Units 


Sec. 

235.530  Eligible  types  of  property. 

235.535  Maximum  mortgage  amount. 
235.540  Maximum  Interest  rate. 

235.546  Application  of  payments. 

235.550  Late  charges. 

235.555  Prepayment  privileges. 

235.560  Financial  requirements. 

235.566  Rental  of  housing  units. 

Subpart  E— Contract  Rights  and  Obligations-— 
Rehabilitation  Sales  Projects 
235.701  Incorporation  by  reference. 

235.705  Forbearance  relief. 

235.710  Request  by  Commissioner  for  as¬ 
signment  of  mortgage. 

235.715  Payment  of  Insurance  benefits. 
235.720  Adjusted  premium  charge. 

Subpart  F— Assistance  Payments — 
Rehabilitation  Sales  Projects 
235.801  Assistance  pajnnent  contract. 

235.805  Eligible  mortgages. 

235.810  Term  of  payments. 

235.815  ’Time  of  payments. 

235.820  Amount  of  assistance  payments. 
235.825  Application  of  payments. 

235.830  Mortgagee  records. 

235.835  Effect  of  assignment  of  mortgage. 
235.999  Effect  of  amendments. 

Authority:  The  provisions  of  this  Part 
235  Issued  under  sec.  211,  52  Stat.  23,  as 
amended,  sec.  235,  82  Stat.  477,  as  amended; 
12  U.S.C.  1715b,  1715Z. 

Subpart  A — Eligibility  Require¬ 
ments — Homes  for  Lower  Income 
Families 


235.221  Waived  title  objections. 

235.225  Changes  In  plan  of  apartment 
ownership. 

235.230  Condition  of  multlfamlly  structure. 

235.235  Certificate  or  statement  of  condi¬ 
tion. 

235.240  Assessment  of  taxes. 

235.246  Certificate  of  tax  assessment. 

235.250  Cancellation  of  property  insurance. 

Subpart  C — Assistance  Payments— Homes  for 
Lower  Income  Families 

235.301  Definitions. 

235.305  Contract  for  assistance  payments. 

235.310  Execution  of  assistance  payment 
contract. 

235.316  Qualified  homeowners. 

235.320  Limitation  of  sales  price. 

235.325  Qualified  cooperative  members. 

235.330  Cooperative  units  eligible  for  assist¬ 
ance  payments. 

235.335  Assistance  payments  and  handling 
charges. 

235.340  Time  of  payment. 

235.345  Term  of  assistance  payment  con¬ 
tract. 

235.350  Mortgagor’s  biennial  recertification. 

235.355  Mortgagor’s  optional  recertification. 

236.360  Adjustments  In  assistance  payments. 

235.365  Mortgagee  records. 

235.370  Effect  of  assignment  ot  mortgage 
with  an  assistance  payment 
contract. 

235.375  Termination  of  the  assistance  pay¬ 
ment  contract. 

235.440  Effect  of  amendments. 


Subpart  D — Eligibility  Rsquirsments— 
Rehabilitation  Sale*  Project* 

236A01  Incorporation  by  reference. 

236.505  Definition  of  nonprofit  mortgagor. 
236 A 10  Application. 

235A1B  Special  certifications — family  unit 
ownership. 

235.620  Application,  commitment,  An/I  in. 
spectlon  fees. 

235.525  Eligible  mortgagora. 


§  235.1  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
A,  Part  203  of  this  chapter  concerning 
eligibility  requirements  of  mortgages 
covering  one-  to  four-family  dwellings 
under  section  203  of  the  National  Hous¬ 
ing  Act  apply  to  mortgages  Insured  un¬ 
der  section  235(1)  of  the  National  Hous¬ 
ing  Act,  except  the  following  provisions: 

203.12  Application  and  commitment  exten¬ 
sion  fees. 

203.16  Certificate  and  contract  regarding 

use  of  dwelling  for  transient  or 
hotel  purposes. 

203.17  Mortgage  provisions. 

203.18  Maximum  mortgage  amounts. 

203.19  Mortgagor’s  minimum  investment. 
203.25  Late  charge. 

203.28  Economic  soundness  of  project. 

203.29  Eligible  mortgages  in  Alaska,  Ouam, 

or  Hawaii. 

203.33  Relationship  of  Income  to  mortgage 
payments. 

203.36  Certificate  and  contract  regarding 
use  of  dweUlng  for  transient  or 
hotel  purposes. 

203.38  Location  of  dweUlng. 

203.42  Rental  properties. 

203.43  Eligibility  of  miscellaneous  type 

mortgages. 

203.44  Eligibility  of  open-end  advances. 
203.50  through  203.102  Insured  home  Im¬ 
provement  loans. 

(b)  For  the  purposes  of  this  subpart, 
all  references  In  Part  203  of  this  chapter 
to  section  203  of  the  Act  shall  be  con¬ 
strued  to  refer  to  section  235  of  the  Act. 

5  235.5  Definitions  used  in  Uiis  subpart. 

As  used  In  this  subpart,  the  following 
terms  shall  have  the  meaiilng  Indicated: 

(a)  ** Adjusted  annual  income"  means 
the  annual  family  Income  remaining 


after  making  certain  exclusions  from 
gross  annual  income.  The  following  items 
shall  be  excluded,  in  the  order  listed, 
from  family  gross  annual  income: 

(1)  5  percent  of  such  gross  annual  in¬ 
come.  in  lieu  of  amounts  to  be  withheld 
(social  security,  retirement,  health  in¬ 
surance,  etc.) . 

(2)  Any  unusual  income  or  temporary 
Income,  as  defined  by  the  Commissioner. 

(3)  The  earnings  of  each  minor  In  the 
family  who  is  living  with  such  family, 
plus  the  sum  of  $300  for  each  such 
minor. 

(b)  “Displaced  family”  means  a  fam¬ 
ily  displaced  from  an  urban  renewal  area, 
or  as  a  result  of  a  governmental  action, 
or  as  a  result  of  a  major  disaster  as  de¬ 
termined  by  the  President. 

(c)  “Family"  means  (1)  two  or  more 
persons  related  by  blood,  marriage,  or  op¬ 
eration  of  law,  who  occupy  the  same 
dwelling  or  unit:  (2)  a  handicapped  per¬ 
son  who  has  a  physical  Impairment 
which  Is  expected  to  be  of  long-continued 
and  indefinite  duration,  substantially 
impedes  his  ability  to  live  independently, 
and  Is  of  such  a  nature  that  his  ability  to 
live  Independently  could  be  Improved  by 
more  suitable  hoasing  conditions;  or  (3) 
a  single  person,  62  years  of  age  or  older. 

(d)  “Gross  annual  Income”  means  the 
total  income,  before  taxes  and  other  de¬ 
ductions,  received  by  all  members  of  the 
mortgagor’s  household.  There  shall  be 
included  in  this  total  income  all  wages, 
social  security  payments,  retirement 
benefits,  military  and  veteran’s  dis¬ 
ability  payments,  unemployment  bene¬ 
fits,  welfare  benefits,  interest  and  divi¬ 
dend  payments,  and  such  other  income 
Items  as  the  Commissioner  considers 
appropriate. 

(e)  “Minor”  means  a  person  under  the 
age  of  21.  As  used  in  this  subpart,  minor 
shall  not  include  a  mortgagor  or  his 
spouse. 

§  235.7  Appliration  and  commitment 
extension  fees. 

All  of  the  provisions  of  §  203.12  of  this 
chapter,  concerning  application  and 
commitment  extension  fees,  apply  to 
mortgages  Insured  imder  this  part,  ex¬ 
cept  that  the  mortgagee  shall  not  be  re¬ 
quired  to  pay  an  application  or  a  com¬ 
mitment  extension  fee  where  the  dwell¬ 
ing  or  family  unit  involved  Is  being  re¬ 
leased  from  a  project  mortgage  which  is 
Insured  at  the  time  of  the  release  under 
one  of  the  parts  of  this  chapter. 

§  235.10  Eligible  mortgagors. 

In  order  to  be  eligible  under  this  sub- 
part,  the  mortgagor  shall  have  assets  and 
an  annual  Income  within  the  limits  pre¬ 
scribed  by  the  Commissioner. 

§  235.12  Sellers’  reimbursement  agree¬ 
ment. 

In  order  to  be  eligible  under  this  sub¬ 
part,  if  the  mortgage  covers  a  dwelling 
which  is  more  than  1  year  old  on  the  date 
of  the  insurance  commitment  and  the 
Insurance  commitment  was  Issued  after 
April  9,  1971,  the  following  agreement 
must  be  executed  by  the  proper  parties: 
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Sellers'  Reimbxtrsement  Agreement 

PHA  Case  No _ 

This  agreement  made  In  triplicate  this 

_ day  of _ by  and  between 

_ _  hereinafter  referred  to  as  the 

Seller(8),  and  the  Federal  Housing  Adminis¬ 
tration,  hereinafter  referred  to  as  the 
Insurer : 

WITNESSETH 

Whereas,  the  Seller  (s)  desire (s)  to  sell  the 

premises  located  at _ _ 

with  a  mortgage  to  be  Insured  under  section 
235  of  the  National  Housing  Act. 

Whereas,  the  Insurer  will  provide  mortgage 
Insurance  on  said  premises  under  section 
235  of  the  National  Housing  Act. 

1.  Now,  therefore.  In  consideration  of  the 
sale  of  a  single-family  dwelling  located  at 


(Insert  address,  city,  county,  and  State) 
which  was  more  than  1  year  old  on 


(insert  date  of  Issuance  of  insurance 
commitment) 

and  that  the  purchase  of  such  dwelling  Is 
being  financed  by  a  mortgage  Insured  under 
section  235  of  the  National  Housing  Act,  and 
in  order  to  Induce  the  buyer(s)  and  mortga¬ 
gor  (s)  to  buy  such  dwelling  and  the  Secre¬ 
tary  of  Housing  and  Urban  Development  to 
Insure  and  subsidize  such  mortgage,  the 
undersigned  Seller  hereby  agrees,  or  Sellers 
hereby  Jointly  and  severally  agree.  Intend¬ 
ing  to  be  legally  bound,  to  reimburse  the 
Secretary  for  any  payments  made  by  him  to 
correct  or  compensate  the  buyer  (s)  for  struc¬ 
tural  or  other  defects  which  seriously  affect 
the  use  and  livability  of  such  dwelling,  and 
hereby  certify  that  no  such  defect  now  exists. 

(Strike  out  2. a.  or  2.b.,  whichever  is  in¬ 
applicable,  and  have  the  Seller(s)  and  mort¬ 
gagee  initial  opposite  the  part  deleted.) 

2. a.  The  Seller (s)  hereby  certlfies(y)  that 
he  Is  (they  are)  the  current  or  most  recent 
occupant (s)  of  the  property  being  sold. 

2.b.  The  Seller (s)  hereby  certlfies(y)  that 
he  Is  (they  are)  not  the  occupant(8)  of 
the  property  being  sold  and  that  he  has 
(they  have)  deposited  In  escrow  with 

_ an  amount  equal- 

( Mortgagee) 

ling  5  percent  of  the  sales  price  of  the  prop¬ 
erty  covered  by  this  agreement.  (The  escrow 
may  be  In  the  form  of  cash,  bond,  letter  of 
credit,  or  any  other  assurance  of  payment 
satisfactory  to  the  mortgagee  collected  or 
obtained  at  the  time  of  closing.)  The  Sel- 
ler(s)  hereby  authorize(s)  the  holder  of  this 
escrow  to  transfer  to  the  Insurer  all  or  such 
part  of  these  funds  as  the  Insurer,  In  Its 
sole  discretion,  determines  must  be  expended 
to  correct  or  to  compensate  the  purcha.ser 
for  structural  or  other  defects  which  seri¬ 
ously  affect  the  use  and  livability  of  the 
premises.  Seller(s)  also  hereby  agree(s)  to 
reimburse  the  Insurer  above  and  beyond  the 
amount  escrowed  to  repair  the  structural 
or  other  defects  covered  by  this  agreement. 
Insurer’s  determination  as  to  the  necessity 
for.  the  reasonableness  of  the  amount  to  be 
expended  for,  or  the  method  to  be  used  In 
performing  such  corrections  or  compensa¬ 
tion,  shall  be  final  and  conclusive. 

The  Insurer  and  Seller  (s)  hereby  agree  that 
any  unused  escrow  funds  set  aside  pursuant 
to  this  agreement  including  any  unused  In¬ 
terest  shall  be  returned  to  the  Seller(8)  by 
the  escrow  holder  on  the  first  day  of  the 
fourteenth  month  following  the  date  of  the 
Insurance  of  the  mortgage  or  at  such  earlier 
time  as  may  be  approved  by  the  Insurer. 

The  mortgagee  hereby  acknowledges  re¬ 
ceipt  from  the  Seller (s)  of  $ _ In  the 

form  of _ (Indicate  whether  de¬ 

posit  In  cash  or  other  form)  which  It  agrees 
to  hold  in  escrow  and  to  disburse  only  In 


accordance  with  the  terms  of  this  agree¬ 
ment;  and  that.  If  the  escrow  Is  In  the  form  of 
cash.  It  will  place  such  cash  In  an  Interest 
bearing  account  Insured  by  FDIC  or  FSLIC 
under  which  all  Interest  accrued  will  be 
added  to  the  amount  escrowed. 

3.  The  Seller  's)  agree(s)  to  keep  the  mort¬ 
gagee  informed  of  any  change  In  address  and 
the  Seller(s)  understand(s)  that  a  refusal 
to  satisfy  a  claim  under  this  agreement  could 
result  In  a  denial  to  him  (them)  of  future 
participation  In  HUD  programs. 

WARNING 

Section  1010  of  title  18.  U.S.C.,  "Federal 
Housing  Administration  transactions.”  pro¬ 
vides:  “Whoever,  for  the  purpose  of  •  •  * 
influencing  In  any  way  the  action  of  such 
Administration  •  *  •  makes,  passes,  utters, 
or  publishes  any  statement,  knowing  the 
same  to  be  false  *  *  *  shall  be  fined  not 
more  than  $5,000  or  imprisoned  not  more 
than  2  years,  or  both.” 

In  Testimony  Whereof,  the  parties  hereto 
affix  their  signatures  and  seals  the  day  and 
year  first  above  mentioned. 


(Seller) 


(Seller) 


(Address) 

Federal  Housing  Administration,  Depart¬ 
ment  of  Housing  and  Urban  Development. 

By: . - . 

Mortgagee 

By: . . . . . 


Address 

In  the  event  that  the  mortgagee  ob¬ 
tains  neither  the  Sellers’  certification  as 
to  occupancy  nor  the  5  percent  deposit 
required  under  the  Sellers’  Reimburse¬ 
ment  Agreement,  the  mortgagee  shall  be 
liable  to  reimburse  the  Secretary  in  an 
amount  not  to  exceed  5  percent  of  the 
sales  price,  jointly  and  severally  with  the 
Seller(s) . 

§  2.35.15  Eligible  types  of  dwellings. 

The  mortgage  shall  Involve  one  of  the 
following  types  of  dwellings: 

(a)  A  single  family  dwelling,  concern¬ 
ing  which  the  application  for  insurance 
is  approved  by  the  Commissioner  prior  to 
the  beginning  of  construction  or  prior 
to  the  beginning  of  rehabilitation. 

(b)  A  two-family  dwelling,  one  of  the 
units  of  which  is  to  be  occupied  by  the 
owner,  if  the  dwelling  is  purchased  with 
the  assistance  of  a  nonprofit  organiza¬ 
tion  and  is  approved  by  the  Commis¬ 
sioner  prior  to  the  beginning  of  substan¬ 
tial  rehabilitation. 

(c)  A  one-family  unit  in  a  condomin¬ 
ium  project  (together  with  an  undivided 
Interest  in  the  common  areas  and  fa¬ 
cilities  serving  the  project)  which  is 
released  from  a  multifamily  project,  the 
construction  or  substantial  rehabilita¬ 
tion  of  which  shall  have  been  completed 
not  more  than  2  years  prior  to  the 
filing  of  the  application  for  assistance 
payments  under  Subpart  C  of  this  part. 
The  family  unit  shall  have  had  no 
previous  occupant  other  than  the 
mortgagor. 


(d)  An  existing  single  family  dwelling 
or  a  family  unit  in  an  existing  condo¬ 
minium  project  which  meets  such  stand¬ 
ards  as  the  Commissioner  may  prescribe 
and  which  is  to  be  occupied  by  a  mort¬ 
gagor  of  one  of  the  following  types: 

( 1 )  A  displaced  family. 

(2)  A  family  that  has  been  occupying 
low  rent  public  housing. 

(3)  A  family  with  five  or  more  minor 
persons. 

(e)  A  family  unit  in  an  existing  project 
which  is  released  from  a  multifamily 
project  covered  by  a  mortgage  insured 
pursuant  to  §  236.1  et  seq.  or  which  is 
released  from  a  multifamily  project  in 
which  the  housing  owner  has  been  re¬ 
ceiving  rent  supplement  payments  pur¬ 
suant  to  §  5.1  et  seq.  of  this  title. 

(f)  An  existing  single  family  dwelling 
or  a  family  unit  in  an  existing  con¬ 
dominium  project  concerning  which  as¬ 
sistance  payments  have  been  made  on 
behalf  of  the  previous  owner  of  the  dwell¬ 
ing  or  family  unit,  if  the  previous  owner 
was  the  mortgagor  under  a  mortgage 
in.sured  pursuant  to  9  235.45. 

(g)  An  existing  single  family  dwelling 
or  a  family  unit  in  an  existing  con¬ 
dominium  project  which  meets  such 
standards  as  the  Commissioner  pre¬ 
scribes  and  concerning  which  an  applica¬ 
tion  for  assistance  payments  is  filed 
pursuant  to  §  235.301  et  seq.  and  ap¬ 
proved  prior  to  July  1, 1971. 

§  235.20  Requirements  for  family  unit 
in  condominium. 

Where  the  dwelling  Involved  is  a  one- 
family  imit  in  a  condominium  project, 
the  following  additional  requirements 
shall  be  met : 

(a)  FHA  project  financing.  The  proj¬ 
ect  in  which  tlie  family  unit  is  located 
shall  (except  where  it  involves  11  or  less 
units)  have  been  financed  with  a  mort¬ 
gage  which  is  or  has  been  Insured  under 
any  of  the  FHA  multifamily  housing 
programs  other  than  sections  213(a)  d* 
and  213(a)(2)  of  the  National  Housing 
Act. 

(b)  Plan  of  apartment  ownership.  The 
project  in  which  the  family  unit  is 
located  shall  have  been  committed  to  a 
plan  of  apartment  ownership  by  enabling 
deed,  deed  of  constitution,  public  deed, 
or  other  recorded  Instrument  which  has 
been  approved  by  the  Commissioner  and 
which  is  certified  by  the  mortgagee  as 
acceptable  and  binding  within  the  juris¬ 
diction  where  the  project  is  located. 

(c)  Certificate  hy  mortgagee.  The 
mortgagee  shall  certify  as  to  each  of  the 
following : 

(1)  That  the  individual  deed  for  the 
family  unit  to  be  covered  by  an  FHA- 
Insured  mortgage  complies  with  all  legal 
requirements  uf  the  jurisdiction  and  that 
ownership  thereunder  Is  subject  to  the 
plan  of  apartment  ownership. 

(2)  That  the  mortgagor  has  good  and 
marketable  title  to  the  family  unit  sub¬ 
ject  only  to  the  mortgage  which  is  a 
valid  first  lien  on  the  property. 

(3)  That  the  family  unit  is  assessed 
and  subject  to  assessment  for  taxes  per¬ 
taining  to  the  unit. 
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(d)  FHA  controls  for  consumer  and 
public  interest.  The  Commissioner  may 
require  the  execution  of  a  regulatory 
agre^ent  which  shall  be  made  ap¬ 
plicable  to  any  association  of  owners  and 
to  any  subsequent  owner  of  a  family 
imlt.  The  Commissioner  may  impose 
such  additional  conditions  and  provi¬ 
sions  as  he  deems  necessary  for  the 
protection  of  the  consumer  and  public 
Interest. 

(e)  Mortgage  covenant  concerning 
common  expenses  and  assessments. 
The  mortgage  shall  contain  a  covenant 
by  the  mortgagor  to  pay  the  allocated 
share  of  the  common  expenses  or  assess¬ 
ments  and  charges  by  the  Association  of 
Owners  as  provided  in  the  Plan  of  Apart¬ 
ment  Ownership  and  a  provision  ap¬ 
proved  by  the  Commissioner  by  which 
the  regulatory  agreement  is  incorporated 
in  and  made  a  part  of  the  mortgage. 

(f)  Definition  of  term  “assessment”. 
As  used  in  the  mortgage,  the  term 
“assessment”,  except  where  it  refers  to 
assessments  and  charges  by  the  Associa¬ 
tion  of  Owners,  shall  mean  special 
assessments  by  State  or  local  govern¬ 
mental  agencies,  districts  or  other  pub¬ 
lic  taxing  or  assessing  bodies. 

§  23.>.22  Mortgage  provision)^. 

(a)  Mortgage  form.  The  mortgage 
shall  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  juris¬ 
diction  in  which  the  property  covered 
by  the  mortgage  is  situated  and  shall  be 
a  first  Hen  upon  property  that  conforms 
with  property  standards  prescribed  by 
the  Commissioner.  The  entire  principal 
amount  of  the  mortgage  must  have  been 
disbursed  to  the  mortgagor  or  to  his 
creditors  for  his  account  and  with  his 
consent. 

(b)  Mortgage  multiples.  The  mortgage 
shall  involve  a  principal  obligation  in 
multiples  of  $50. 

(c)  Payments.  The  mortgage  shall: 

(1)  Come  due  on  the  first  of  the 
month. 

(2)  Have  an  amortization  period  of 
either  10,  15,  20,  25,  30,  35,  or  40  years 
by  providing  for  either  120,  180,  240,  300, 
360,  420,  or  480  monthly  amortization 
payments. 

(d)  Maturity.  (1)  The  mortgage  shall 
provide  for  complete  amortization  not  to 
exceed  30  years  from  the  date  of  the 
beginning  of  amortization  of  the  mort¬ 
gage,  except  that  such  maturity  may  be 
35  or  40  years  in  the  case  of  any  mort¬ 
gagor,  if  it  is  determined  by  the  Com¬ 
missioner  that  the  mortgagor  is  not  able 
to  make  the  required  payments  imder  a 
mortgage  having  a  shorter  amortization 
period  and  if  each  of  the  following  re¬ 
quirements  is  met: 

(1)  The  dwelling  was  approved  for 
mortgage  insurance  by  the  Commissioner 
or  by  the  Farmers  Home  Administration 
prior  to  the  beginning  of  construction  or 
approved  for  guaranty,  insurance,  or 
direct  loan  by  the  Administrator  of  Vet¬ 
erans’  Affairs  prior  to  such  construction. 

(ii)  ’The  dweUing  was  inspected  by  the 
Commissioner  or  by  the  Farmers  Home 
Administration  and  foimd  to  have  been 
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completed  In  compliance  with  the  terms 
of  the  FHA  commitment,  or  Inspected  by 
the  VA  and  foimd  to  have  been  com¬ 
pleted  in  compliance  with  the  terms  of 
the  VA  Certificate  of  Reasonable  Value. 

(2)  No  mortgage  shall  have  a  maturity 
exceeding  three-quarters  of  the  Commis¬ 
sioner’s  estimate  of  the  remaining  eco¬ 
nomic  life  of  the  building  improvements. 
If  this  limitation  results  in  a  term  of  less 
than  15,  20,  25,  30,  35,  or  40  years,  the 
term  shall  be  adjusted  to  the  next  lower 
5-year  period. 

§  235.25  Maximum  mortgage  amount. 

A  mortgage  shall  not  exceed  the  fol¬ 
lowing: 

(a)  $18,000  for  a  single-family  dwell¬ 
ing  or  a  one-family  unit  in  a  condomin¬ 
ium  project,  except  that  such  amount 
may  be  increased  to  $21,000  in  the  case 
of  a  family  with  five  or  more  persons. 

(b)  $24,000  for  a  two-family  dwelling. 

§  235.30  Increased  mortgage  amount — 
high  rost  areas. 

In  any  geographical  area  where  the 
Commissioner  finds  cost  levels  so  require, 
the  Commissioner  may  increase  the  dol¬ 
lar  amount  limitations  set  forth  in 
§  235.25  to  an  amount  not  to  exceed  the 
following: 

(a)  $21,000  for  a  single-family  dwell¬ 
ing  or  a  one-family  unit  in  a  condomin¬ 
ium  project,  except  that  such  amount 
may  be  increased  to  $24,000  in  the  case 
of  a  family  with  five  or  more  persons. 

(b)  $30,000  for  a  two-family  dwelling. 
§  235.35  Mortgagor’s  investment. 

(a)  At  the  time  a  mortgage  is  in¬ 
sured,  the  mortgagor  shall  have  paid  on 
account  of  the  property  either  of  the 
following  amounts: 

(1)  $200,  if  the  mortgagor’s  adjusted 
annual  income  is  not  in  excess  of  135 
percent  of  the  maximum  limits  estab- 
Hshed  in  the  area  for  initial  occupancy 
in  pubUc  housing  dwellings. 

(2)  3  percent  of  the  Commissioner’s 
estimate  of  the  cost  of  acquisition,  if  the 
mortgagor’s  adjusted  atmual  income  ex¬ 
ceeds  135  percent  of  the  maximum  limits 
established  in  the  area  for  initial  occu¬ 
pancy  in  pubUc  housing  dwellings. 

(b)  The  mortgagor’s  payment  of  the 
investment  prescribed  in  paragraph  (a) 
shall  be  in  cash  or  its  equivalent.  This 
investment  may  be  appUed  for  the  pay¬ 
ment  of  closing  costs  and  initial  pay¬ 
ments  for  taxes,  hazard  insurance  premi¬ 
ums.  mortgage  insurance  premiums,  and 
other  prepaid  expenses. 

§  235.40  Late  charge. 

A  late  charge  may  be  collected  by  the 
mortgagee  for  each  payment  more  than 
15  days  in  arrears,  but  such  charge  shall 
not  exceed  2  cents  for  each  dollar  of  the 
mortgagor’s  share  of  the  monthly  pay¬ 
ment.  Such  charge  shall  be  separately 
billed  to  and  collected  from  the  mortga¬ 
gor  and  shall  not  be  deducted  from  any 
c^gregate  monthly  pairment.  Such  charge 
Shan  not  be  included  in  the  assistance 
payment. 


§  235.45  Eligibility  requirements  for 
purchaser  from  rehabilitation  sales 
project. 

(a)  Except  as  provided  in  this  section, 
all  of  the  provisions  of  this  subpart  shall 
apply  to  the  insurance  imder  section 
235(j)(4)  of  the  National  Housing  Act 
of  a  mortgage  financing  the  purchase  by 
a  lower  income  person  from  a  rehabili¬ 
tation  sales  project  of  a  single  or  two- 
family  dwelling  or  a  family  unit  in  a 
condominium  project.  The  rehabiUtation 
sales  project  shall  be  financed  with  a 
mortgage  insured  under  either  section 
221(h)(1)  of  the  National  Housing  Act 
or  section  235(j)  (1)  of  such  Act. 

(b)  ’The  mortgagee  shaU  not  be  re¬ 
quired  to  pay  an  application  or  commit¬ 
ment  extension  fee. 

(c)  The  mortgage  shall  comply  with 
each  of  the  following  requirements: 

(1)  It  shall  involve  a  principal  obliga¬ 
tion  in  an  amount  not  exceeding  that 
portion  of  the  unpaid  balance  of  the 
project  mortgage  which  is  allocable  to 
the  dwelling  or  family  unit  being 
purchased. 

(2)  It  shall  bear  interest  at  the  maxi¬ 
mum  rate  permitted  under  §  203.20  at  the 
time  the  commitment  for  insurance  was 
issued  for  the  project  mortgage. 

(3)  It  shall  be  limited  to  the  term  of 
the  project  mortgage  remaining  at  the 
time  of  the  purchase. 

(d)  The  purchase  price  of  the  dwelling 
or  family  unit  shall  equal  that  portion 
of  the  unpaid  balance  of  the  project 
mortgage  which  is  allocable  to  the  dwell¬ 
ing  or  family  unit  plus  such  additional 
amount,  not  less  than  $200,  as  the  Com¬ 
missioner  may  determine  to  be  reason¬ 
able.  ’This  additional  amount  may  be  paid 
in  cash  or  its  equivalent,  and  may  be 
applied  in  whole  or  in  part  toward  clos¬ 
ing  costs.  It  shall  be  paid  by  the  mortga¬ 
gor  in  lieu  of  the  minimum  investment 
prescribed  in  §  235.25. 

(e)  The  mortgagor  shall  be  required  to 
have  an  annual  income  within  the  lim¬ 
its  prescribed  by  the  Commissioner,  but 
the  asset  limits  prescribed  for  mort¬ 
gagors  under  mortgages  insured  pursu¬ 
ant  to  S§  235.1  through  235.40  shall  not 
be  applicable. 

Subpart  B — Contract  Rights  and  Obli¬ 
gations — Homes  for  Lower  Income 

Families 

§  235.201  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
B,  Part  203  of  this  chapter  covering 
mortgages  insured  imder  section  203  of 
the  National  Housing  Act  apply  to  mort¬ 
gages  insured  under  section  235  of  the 
National  Housing  Act,  except  the  follow¬ 
ing  provisions: 

Sec: 

203.305  Open-end  advance  subject  to  open- 

end  charge. 

203.306  Method  of  payment  of  open-end 

charge. 

203.307  Calculation,  amount,  and  due  date 

of  open-end  charge. 

203.308  Duration  of  open-end  charge. 

203.309  Pro  rata  payment  of  open-end 

charge. 
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Sec. 

203.367  Deed  In  lieu  of  foreclosure. 

203.379  Adjustment  for  fire,  flood,  earth¬ 

quake.  or  tornado  damage. 

203.380  Certlflcate  of  property  condition. 
203.389  Waived  title  objections. 

203.400  Method  of  payment. 

203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  l’’und  Income  or  loss. 

203.422  Rights  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.426  Inapplicability  to  housing  in  older, 

declining  urban  areas. 

203.440  through  203.495  Insured  home  Im¬ 
provement  loans. 

(b)  The  term  “property”  or  “each 
family  dwelling  unit”  as  used  in 
§§  203.251  through  203.435  of  this  chapter 
(Part  203,  Subpart  B)  shall,  when  used 
in  connection  with  a  family  unit  In  a 
condominium,  be  construed  to  Include 
“a  one-family  imit  and  the  imdivlded  in¬ 
terest  in  the  common  areas  and  facili¬ 
ties”. 

§  235.205  Deed  in  lieu  of  forcelosure. 

All  of  the  provisions  of  §  203.357  of  this 
chapter  relating  to  the  acceptance  of  a 
deed  in  lieu  of  foreclosure  shall  apply  to 
mortgages  insured  imder  this  part,  except 
that  where  a  family  unit  in  a  condo¬ 
minium  is  involved,  the  deed  in  lieu  of 
foreclosure  may  be  accepted  only  if  the 
mortgagee  establishes  to  the  satisfaction 
of  the  Commissioner  that  there  are  no 
impaid  assessments  owed  to  the  asso¬ 
ciation  or  cooperative  of  owners. 

§  235.210  Request  by  Coniniigsioner  for 
assignment  of  mortgage. 

The  mortgagee  shall,  when  requested 
by  the  Commissioner,  assign  to  the  Com¬ 
missioner  a  mortgage  on  which  assist¬ 
ance  payments  are  being  made  pursuant 
to  the  provisions  of  S  235.301  et  seq.  If 
the  mortgage  is  not  in  default  when  the 
Commissioner  requests  its  assignment, 
the  first  day  of  the  month  following  the 
Commissioner’s  request  shall  be  consid¬ 
ered  as  the  date  of  default  for  the  pur¬ 
poses  of  computing  the  Insurance  ben¬ 
efits. 

§  235.215  Method  of  paying  insurance 
benefits. 

If  the  application  for  insurance  bene¬ 
fits  is  acceptable  to  the  Commissioner, 
the  insurance  claim  shall  be  paid  in  cash, 
imless  the  mortgagee  files  a  written  re¬ 
quest  with  the  appli(;atlon  for  payment 
in  debentures.  If  such  a  request  is  made, 
the  claim  shall  be  paid  in  debentures  is¬ 
sued  in  multiples  of  $50,  with  any  balance 
less  than  $50  to  be  paid  in  cash. 

§  235.220  Condition  of  property. 

All  of  the  provisions  of  §  203.379  re¬ 
lating  to  the  adjustment  of  the  insim- 
ance  claim  for  fire,  flood,  earthquake  or 
tornado  damage  and  all  of  the  provisions 
of  §  203.380  requiring  the  mortgagee  to 
certify  as  to  the  condition  of  the  prop¬ 
erty  shall  apply  to  mortgages  Insured 
imder  this  subpart  with  the  exception  of 
mortgages  involving  condominium  units. 
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Sections  235.230  and  235.235  contain  the 
comparable  provisions  applicable  to 
mortgages  involving  condominium  units. 

Special  Provisions  Applicable  Only  to 

Mortgages  Involving  Condominium 

Units 

§  235.221  Waived  title  objections. 

(a)  General  provisions.  All  of  the  pro¬ 
visions  of  §  203.389  of  this  chapter  (re¬ 
lating  to  the  waiver  by  the  Commissioner 
of  objections  to  title)  shall  apply  to 
mortgages  insured  under  this  subpart, 
with  the  exception  of  mortgages  involv¬ 
ing  condominium  units. 

(b)  Provisions  applicable  to  condo¬ 
miniums.  Where  the  mortgage  involves 
a  condominium  unit,  the  Commissioner 
shall  not  object  to  title  by  reason  of  the 
following  matters: 

(1)  Violations  of  a  restriction  based 
on  race,  color  or  creed,  even  where  such 
restriction  provides  for  a  penalty  of  re¬ 
version  or  forfeiture  of  title  or  a  lien  for 
liquidated  damage. 

(2)  Easements  for  public  utilities 
along  one  or  more  of  the  property  lines, 
provided  the  exercise  of  the  rights  there¬ 
under  do  not  Interfere  with  any  of  the 
buildings  or  improvements  located  on  the 
subject  property. 

(3)  Encroachments  on  the  subject 
property  by  improvements  on  adjoining 
property,  provided  such  encroachments 
do  not  interfere  with  the  use  of  any  im¬ 
provements  on  the  subject  property. 

(4)  Variations  between  the  length  of 
the  subject  property  lines  as  shown  on 
the  application  for  insurance  and  as 
shown  by  the  record  or  possession  lines, 
provided  such  variations  do  not  Interfere 
with  the  use  of  any  of  the  improvements 
on  the  subject  property. 

(5)  Customary  buildings  or  use  re¬ 
strictions  for  breach  of  which  there  is  no 
reversion  and  which  have  not  been  vio¬ 
lated  to  a  material  extent. 

§  235.225  Changes  In  plan  of  apartment 
ownersbip. 

The  mortgagee  shall  notify  the  Com¬ 
missioner  of  any  change  in  the  plan  of 
apartment  ownership  and  in  the  admin¬ 
istration  of  the  property.  Such  notiflea- 
tion  shall  be  given  either  at  the  time  of 
the  conveyance  of  the  property  or  at  the 
time  of  the  assignment  of  the  mortgage. 
Any  change  in  such  plan  shall  require 
approval  by  the  Commissioner. 

§  235.230  Condition  of  multifamily 
structure. 

(a)  When  a  family  unit  is  conveyed 
or  a  mortgage  is  assigned  to  the  Com¬ 
missioner,  the  family  unit  and  the  com¬ 
mon  areas  and  facilities  (including  re¬ 
stricted  common  areas  and  facilities) 
designated  for  the  particular  unit  shall 
be  undamaged  by  Are,  earthquake,  tor¬ 
nado,  or  boiler  explosion.  If  the  property 
has  been  damaged,  either  of  the  follow¬ 
ing  actions  shall  be  taken: 

(1)  The  property  may  be  repaired 
prior  to  its  conveyance  or  prior  to  the 
assignment  of  the  mortgage  to  the  Com¬ 
missioner. 

(2)  With  the  prior  approval  of  the 
Commissioner,  the  property  may  be  con- 
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veyed  or  the  mortgage  assigned  to  the 
Commissioner  without  repairing  the 
damage.  In  such  instances,  the  CTommis- 
sioner  shall  deduct  from  the  insurance 
beneflts  either  his  estimate  of  the  de¬ 
crease  in  value  of  the  family  unit  or  the 
amount  of  any  insurance  recovery  re¬ 
ceived  by  the  mortgagee,  whichever 
amount  is  the  greater. 

(b)  If  the  property  has  been  damaged 
by  Are  and  such  property  was  not  cov¬ 
ered  by  Are  insurance  at  the  time  of  the 
damage,  the  mortgagee  may  convey  the 
property  or  assign  the  mortgage  to  the 
Commissioner  without  deduction  from 
the  insurance  beneflts  for  any  loss  oc¬ 
casioned  by  such  Are  if  the  following 
conditions  are  met: 

(1)  The  property  shall  have  been  cov¬ 
ered  by  Are  insurance  at  the  time  the 
mortgage  was  insured. 

(2)  The  Are  insurance  company  shall 
have  later  canceled  or  refused  to  renew 
the  policy. 

(3)  'The  mortgagee  shall  have  notlfled 
the  Commissioner  within  30  days  (or 
within  such  further  time  as  the  Com¬ 
missioner  may  approve)  of  the  cancella¬ 
tion  of  the  Are  insurance  or  of  the  re¬ 
fusal  of  the  insuring  company  to  renew 
the  Are  insurance.  This  notiAcation  shall 
have  been  accompanied  by  a  certlflcation 
of  the  mortgagee  that  diligent  efforts 
were  made,  but  it  was  unable  to  obtain 
Are  insurance  coverage  at  reasonably 
competitive  rates  and  that  it  will  con¬ 
tinue  its  efforts  to  obtain  adequate  Are 
Insurance  coverage  at  competitive  rates. 

§  235.235  Certificate  or  statement  of 
condition. 

(a)  At  the  time  of  conveyance  of  the 
property  or  assignment  of  the  mortgage 
to  the  Commissioner,  the  mortgagee 
shall,  as  of  the  date  of  the  filing  for 
record  of  the  deed  or  assignment,  either: 

(1)  Certify  that  the  conditions  of 
S  235.230(a)  have  been  met;  or 

(2)  Submit  a  statement  describing 
any  such  damage  that  may  stUl  exist. 

(b)  In  the  absence  of  evidence  to  the 
contrary,  the  mortgagee’s  certificate  or 
its  statement  as  to  damage  shall  be  ac¬ 
cepted  by  the  Commissioner  as  establish¬ 
ing  the  condition  of  the  family  unit  and 
the  common  areas  and  facilities  includ¬ 
ing  restricted  common  areas  and  facil¬ 
ities  designated  for  the  particular  unit. 

§  235.240  ARsessnieni  of  taxen. 

When  a  family  unit  is  conveyed  to  the 
Commissioner  or  a  mortgage  is  a.ssigned 
to  the  Commissioner,  the  unit  shall  be 
assessed  and  subject  to  assessment  for 
taxes  pertaining  only  to  that  unit. 

§  235.245  Cortifirale  of  tax  asRCRnmrnt. 

The  mortgagee  shall  certify,  as  of  the 
date  of  filing  for  record  of  the  deed  or 
assignment  of  the  mortgage  to  the  Com¬ 
missioner,  that  the  fanfily  unit  is  as¬ 
sessed  and  subject  to  assessment  for  taxes 
pertaining  to  that  unit. 

§  235.250  Cancellation  of  property  in¬ 
surance. 

The  provisions  of  S  203.382,  relating  to 
the  cancellation  of  hazard  insurance 
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upon  filing  for  record  of  the  deed  to  the 
Commissioner,  are  incorporated  by  refer¬ 
ence  and  shall  apply  to  hazard  Insurance 
policies  carried  solely  for  the  family  xmlt. 

Subpart  C — Assistance  Payments — 

Homes  for  Lower  Income  Families 

§  235.301  Definitions. 

The  definitions  contained  in  §  235.5 
shall  apply  to  this  subpart.  In  addition 
the  term  “assistance  payment”  means 
that  portion  of  a  homeowner’s  or  co¬ 
operative  member’s  monthly  mortgage 
payment  which  the  Commissioner  be¬ 
comes  obligated  to  pay  under  an  assist¬ 
ance  payment  contract. 

§  235.305  Contrart  for  assistance  pay¬ 
ments. 

This  subpart  shall  constitute  the  con¬ 
tract  between  the  mortgagee  and  the 
Commissioner  for  assistance  payments 
pursuant  to  section  235(b)  of  the  Na¬ 
tional  Housing  Act. 

§  235.310  Execution  of  assistance  pay¬ 
ment  contrart. 

(a)  Homeowners.  The  issuance  of  a 
mortgage  Insurance  certificate  pursuant 
to  §  235.1  et  seq.  shall  also  constitute  the 
execution  of  the  assistance  payment  con¬ 
tract  with  respect  to  the  mortgage  being 
insured. 

(b)  Cooperative  members.  'The  issu¬ 
ance  of  a  certificate  approving  an  appli¬ 
cation  filed  on  behalf  of  a  cooperative 
member  shall  constitute  the  execution  of 
the  assistance  payment  contract  with  re¬ 
spect  to  member  named  in  the  certificate. 

§  235.315  Qualified  homco^vners. 

To  qualify  for  assistance  payments, 
the  homeowner  shall  have,  at  the  time 
of  application  for  assistance,  assets  and 
an  adjusted  annual  income  which  come 
within  the  limits  established  by  the  Com¬ 
missioner,  and  shall  be  a  mortgagor 
under  a  mortgage  Insured  or  to  be  in¬ 
sured  pursuant  to  Subparts  A  and  B  of 
this  part. 

§  235.320  Limitation  of  8alf>fl  price. 

To  qualify  for  assistance  payments,  the 
homeowner  shall  not  have  paid  in  con¬ 
nection  with  the  purchase  of  the  property 
with  respect  to  which  assistance  pay¬ 
ments  are  to  be  made  more  than  the 
Commissioner’s  estimate  of  value  of  such 
property. 

§  23.5.325  Qualified  cooperative  mem¬ 
bers. 

To  qualify  for  assistance  payments, 
the  cooperative  member  shall  have,  at 
the  time  of  application  for  assistance, 
assets  and  an  adjusted  annual  income 
which  come  within  the  limits  established 
by  the  Commissioner,  and  shall  be  one 
of  the  following: 

(a)  A  member  of  a  cooperative  asso¬ 
ciation  which  operates  a  housing  project 
which  has  been  constructed  or  substan¬ 
tially  rehabilitated  not  more  than  two 
years  prior  to  the  filing  of  the  applica¬ 
tion  for  assistance  payments  and  which 
is  financed  with  a  mortgage  insured 
under  §5  213.1  through  213.280  of  this 
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chapter.  The  dwelling  unit  occupied 
by  the  cooperative  member  shall  have 
had  no  previous  occupant. 

(b)  A  member  of  a  cooperative  associ¬ 
ation  which  operates  am  existing  housing 
project  financed  with  a  mortgage  insured 
imder  §§213.1  through  213.280  of  this 
chapter,  if  such  member  has  acquired 
membership  and  occupancy  rights  from 
one  who  was  receiving  assistance 
payments. 

(c)  A  member  of  a  cooperative  asso¬ 
ciation  which  operates  an  existing  hous¬ 
ing  project  financed  with  a  mortgage  in¬ 
sured  under  §§  213.1  through  213.280 
of  this  chapter,  if  such  member  meets 
one  of  the  following  qualifications: 

( 1 )  The  member  shall  qualify  as  a  dis¬ 
placed  family. 

(2)  The  member’s  family  shall  in¬ 
clude  five  or  more  minor  persons. 

(3)  The  member’s  family  shall  have 
been  occupying  low-rent  public  hous¬ 
ing  at  the  time  the  application  for  as¬ 
sistance  payments  is  filed. 

§  235.3.30  Cooperative  units  eligible  for 
assistance  payments. 

The  maximum  amount  of  the  mortgage 
attributed  to  the  dwelling  unit  of  the 
cooperative  member  shall  not  exceed 
$18,000  except  that  such  amount  may  be 
increased  to  $21,000  in  the  case  of  a  fam¬ 
ily  of  five  or  more  persons.  These 
amounts  may  be  increased  to  $21,000  and 
$24,000  respectively,  in  any  geographical 
area  where  the  Commissioner  finds  the 
cost  levels  so  require. 

§  235.335  Aasistance  payments  and  han¬ 
dling  charges. 

(a)  The  assistance  payment  on  behalf 
of  a  mortgagor  shall  be  the  lesser  of  the 
following: 

(1)  The  difference  between  20  percent 
of  the  homeowner’s  or  cooperative  mem¬ 
ber’s  adjusted  monthly  income  and  the 
required  monthly  payment  under  the 
mortgage  for  principal.  Interest,  taxes, 
insurance,  and  mortgage  insurance  pre¬ 
mium. 

(2)  The  difference  between  the  re¬ 
quired  monthly  payment  mider  the  mort¬ 
gage  for  principal.  Interest,  and  mort¬ 
gage  Insurance  premium  and  the 
monthly  payment  which  would  be  re¬ 
quired  for  principal  and  interest  if  the 
mortgage  bore  an  interest  rate  of  one 
percent. 

(b)  Tlie  assistance  payment  on  be¬ 
half  of  a  cooperative  member  shall  be 
in  an  amount  computed  by  using  the 
formula  prescribed  in  paragraph  (a)  of 
this  section  and  applying  the  coopera¬ 
tive  member’s  proportionate  share  of  the 
obligation  imder  the  project  mortgage  to 
the  items  set  forth  in  the  formula. 

(c)  In  addition  to  the  assistance  pay¬ 
ment  referred  to  in  paragraphs  (a)  and 
(b)  of  this  section,  the  mortgagee  shall 
be  entitled  to  the  monthly  payment  of 
an  amount  the  Commissioner  deems  suf¬ 
ficient  to  reimburse  the  mortgagee  for  its 
expense  in  handling  the  mortgage. 

§  235.3 10  Time  of  payment. 

The  assistance  payment  shall  be  due 
on  the  first  day  of  each  month  and  shall 


be  paid  upon  the  receipt  of  a  billing,  on  a 
form  prescribed  by  the  Commissioner, 
from  the  mortgagee  or  its  authorized 
agent. 

§  235.345  Term  of  assistance  contract. 

(a)  Homeowners.  The  term  of  the  as¬ 
sistance  payment  contract  shall  begin  on 
the  date  of  disbursement  of  mortgage 
proceeds  as  shown  on  the  commitment 
for  insurance  and  shall  continue  until 
the  contract  is  terminated  pursuant  to 
§  235.375. 

(b)  Cooperative  members.  The  term 
of  the  assistance  payment  contract  shall 
begin  on  the  date  of  issuance  of  a  cer¬ 
tificate  approving  an  application  filed  on 
behalf  of  a  cooperative  member  and 
shall  continue  until  the  contract  is 
terminated  pursuant  to  §  235.375. 

§  235.350  Mortgagor’s  biennial  recertifi¬ 
cation. 

The  mortgagee  shall  obtain  from  the 
homeowner  (or  from  the  cooperative  as¬ 
sociation  on  behalf  of  the  cooperative 
member)  a  biennial  recertification  as  to 
occupancy,  employment,  income,  and 
family  composition.  This  recertification 
shall  be  on  a  form  prescribed  by  the 
Commissioner. 

§  235.355  Mortgagor’s  optional  recerti¬ 
fication. 

Upon  request  of  the  mortgagor  or  co¬ 
operative  member,  the  mortgagee  may 
accept  (during  the  first  year  following 
the  execution  of  the  assistance  payment 
contract  or  during  the  first  year  following 
a  biennial  recertification)  a  recertifica¬ 
tion  as  to  occupancy,  employment,  in¬ 
come,  and  family  composition.  This  re¬ 
certification  shall  be  on  a  form  prescribed 
by  the  Commissioner. 

§  235.360  Adjustments  in  assistance 
payments. 

The  mortgagee  shall  make  appropri¬ 
ate  adjustments  in  the  amount  of  the 
requested  assistance  payments  to  reflect 
changes  shown  in  the  biennial  or  op¬ 
tional  recertification  of  the  homeowner 
or  cooperative  member.  These  adjust¬ 
ments  shall  not  be  retroactive.  In  the 
case  of  a  biennial  recertification,  the 
adjustment  shall  apply  only  to  the 
assistance  payment  for  the  next  2-year 
period.  In  the  case  of  an  optional  recer¬ 
tification,  the  adjustment  shall  apply 
only  to  the  assistance  payment  at  the 
beginning  of  the  second  year  of  the  cur¬ 
rent  2-year  period. 

§  235.365  Mortgagee  records. 

The  mortgagee  shall  maintain  such 
records  as  the  Commissioner  may  require 
with  respect  to  the  mortgagor’s  pay¬ 
ments,  the  mortgage  assistance  payments 
received  from  the  Commissioner,  and  the 
biennial  recertifications  of  financial 
status  from  the  homeowner  or  mort¬ 
gagor.  Such  records  shall  be  kept  on  file 
for  a  period  of  time  and  in  a  manner 
prescribed  by  the  Commissioner  and  shall 
be  made  available,  when  requested,  for 
review  and  Inspection  by  the  Commis¬ 
sioner  or  the  Comptroller  General  of 
the  United  States. 
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§  235.370  EfTect  of  assi^mcnt  of  mort< 
gage  vrith  an  assistance  payment  con> 
tract. 

Where  a  mortgage  covered  by  an  assist¬ 
ance  payment  contract  Is  sold  to  another 
approved  mortgagee,  the  buyer  shall  suc¬ 
ceed  to  all  the  rights  and  become  bound 
by  all  the  obligations  of  the  seller  under 
such  contract. 

§  235.375  Termination  of  the  assisUince 
payment  contract. 

(a)  The  assistance  payment  contract 
shall  be  terminated  when  any  one  of  the 
following  events  occurs: 

(1)  The  contract  of  mortgage  insur¬ 
ance  is  terminated,  except  where  the 
mortgage  has  been  assigned  to  the 
Commissioner. 

(2)  The  homeowner  or  cooperative 
member  ceases  to  occupy  the  property, 
except  In  the  foUov/ing  instances: 

(1)  Where  the  property  is  purchased 
by  a  homeowner  who  assumes  the 
mortgage  obligation  and  who  meets  the 
Income  and  asset  requirements  pre¬ 
scribed  by  the  Commissioner. 

(ii)  Where  the  cooperative  member 
transfers  his  membership  and  occupancy 
rights  to  a  new  member  who  meets  the 
Income  and  asset  requirements  prescribed 
by  the  Commissioner. 

(3)  The  mortgagee  determines  that 

the  homeowner  or  cooperative  member 
ceases  to  qualify  for  the  benefits  of  as¬ 
sistance  payments  by  reason  of  his  in¬ 
come  increasing  to  an  amount  enabling 
him  to  pay  the  full  monthly  mortgage 
payment  by  using  20  percent  of  his 
income.  • 

(4)  Foreclosure  is  instituted  or  the 
property  is  acquired  by  means  other  than 
foreclosure  by  the  mortgagee  or  the 
Commissioner. 

(b)  Upon  termination  of  the  assist¬ 
ance  payment  contract,  the  payment 
due  on  the  first  day  of  the  month  in 
which  the  termination  occurs  shall  be 
the  last  payment  to  which  the  mortgage 
shall  be  entitled. 

(c)  The  termination  of  the  assistance 
payment  contract,  where  the  mortgage 
insurance  contract  is  not  simultaneously 
terminated,  shall  have  no  effect  on  the 
mortgage  insurance  contract. 

(d)  Where  the  assistance  payment 
contract  is  terminated  as  a  result  of  the 
institution  of  foreclosure  and  the  fore¬ 
closure  action  is  subsequently  dismissed, 
the  assistance  payment  contract  may  be 
reinstated  by  the  Commissioner,  in  his 
discretion  and  on  such  conditions  as  he 
may  prescribe.  In  the  event  of  such  rein¬ 
statement,  assistance  pajmients  will  be 
made  to  the  mortgagee  for  those  months 
during  which  such  payments  were 
suspended. 

§  235.499  Effect  of  amendments. 

The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  fiffect  the  Interests  of  a  mort¬ 
gagee  imder  an  existing  contract  for 
assistance  payments. 


Subpart  D — Eligibility  Require¬ 
ments — Rehabilitation  Sales  Proj¬ 
ects 


§  235.501  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
C,  Part  221  of  this  chapter,  concerning 
eligibility  requirements  of  moderate  in¬ 
come  projects  under  section  221  of  the 
National  Housing  Act,  apply  with  full 
force  and  effect  to  rehabilitation  sales 
projects  insured  under  section  235(j)  of 
the  National  Housing  Act,  except  the 
following  provisions: 


Sec.  . 

221.501  Certificate  by  Secretary  to  Commis¬ 

sioner. 

221.502  Application. 

221.503  Application  fee. 

221.504  Commitment  fee. 

221.505  Inspection  fee. 

221.506  Fees  on  Increases. 

221.510  Eligible  mortgagors. 

221.514  Maximum  mortgage  amounts. 

221.515  Adjusted  mortgage  amount — re¬ 

habilitation  projects. 

221.518  Maximum  Interest  rate. 

221.523  Application  of  payments. 

221.524  Prepayment  prlvUeges. 

221.525  Late  charges. 

221.531  Supervision  applicable  to  general 

mortgagors. 

221.532  Supervision  applicable  to  limited 

distribution  mortgagors. 

221.533  Supervision  applicable  to  coopera¬ 

tive  and  investor  sponsor  mort¬ 
gagors. 

221.534  Supervision  applicable  to  coopera¬ 

tive  mortgagors. 

221.535  Supervision  applicable  to  investor 

sponsor  mortgagors. 

221.535a  Supervision  applicable  to  buUder- 
seller  mortgagors. 

221.536  Occupancy  requirements  applicable 

to  all  mortgagors. 

221.537  Additional  occupancy  require¬ 

ments;  preferred  purchasers  or 
tenants. 

221.540  Financial  requirements. 

221.543  Advance  amortization. 

221.545  Development  of  property. 

221.546  Commercial  and  community  facili¬ 

ties. 

221.559  Eligibility  of  miscellaneous  type 

mortgagors. 

221.559b  Eligibility  for  Insurance  under  sec¬ 
tion  221  (j)  of  mortgage  financing 
piurchase  of  existing  project  by 
cooperative. 

221.560  Eligibility  of  refinanced  mortgage. 
221.575  Protection  of  work  In  process. 


(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  221  of  this  chapter 
to  a  rehabilitation  sales  mortgagor  shall 
be  construed  to  refer  to  a  mortgagor  un¬ 
der  a  mortgage  insured  pursuant  to  the 
provisions  of  this  subpart. 

§  23.'i.503  Deflnition  of  “nonprofit 
mortgagor'’. 

As  used  in  this  subpart,  the  term  “non¬ 
profit  mortgagor’’  shall  mean  a  corpora¬ 
tion  or  association  organized  for  purposes 
other  than  the  making  of  profit  or  gain 
for  itself  or  persons  identified  therewith 
and  which  the  Commissioner  finds  is 
neither  controlled  by  nor  under  the  direc¬ 
tion  of  persons  or  firms  seeking  to  derive 
profit  or  gain  therefrom.  Such  a  mort¬ 
gagor  shall  be  subject  to  such  regulation 
or  supervision  as  to  rents,  charges  and 


methods  of  operation  as  the  Commis¬ 
sioner  deems  necessary  to  effectuate  the 
purposes  of  this  subpart. 

§  23S.510  Application. 

(a)  An  application  for  insurance  of  a 
mortgage  on  a  project  shall  be  submitted 
to  the  local  FHA  office  by  an  approved 
mortgagee  and  by  the  sponsors  of  the 
project.  Such  application  shall  be  on  an 
approved  FHA  foi-m. 

(b)  No  application  shall  be  considered 
unless  the  following  requirements  are 
met: 

(1)  All  of  the  exhibits  called  for  in 
the  application  are  submitted  to  the 
Commissioner. 

(2)  The  Commissioner  has  allocated 
to  the  project  funds  for  assistance  pay¬ 
ments. 

(3)  Fees  as  required  in  §  235.520  are 
remitted. 

§  235.515  Special  ccrliflcations — family 
unit  ownership. 

Where  the  project  is  to  Involve  the 
type  of  property  described  in 
§  235.530(c),  the  following  certification 
shall  be  submitted  with  the  application 
for  in.surance: 

(a)  Mortgagee’s  certificate.  A  certi¬ 
fication  by  the  mortgagee  that  the  law 
of  the  jurisdiction  will  permit  the  project 
to  be  converted  to  a  plan  of  apartment 
ownership  which  will  meet  the  require¬ 
ments  of  this  part. 

(b)  Mortgagor’s  certificate.  A  certifi¬ 
cation  by  the  mortgagor  that  it  Intends, 
uix>n  completion  of  the  project,  to  com¬ 
mit  the  ownership  of  the  project  to  a 
plan  of  apartment  ownership  imder 
which  each  family  unit  in  the  project 
vldual  mortgages  insured  pursuant  to 
will  be  eligible  for  financing  under  Indi- 
S  235.1  et  seq.  The  mortgagor  shall  also 
certify  that  it  intends  faithfully  and  dili¬ 
gently  to  make  all  reasonable  effoi  t 
to  establish  the  plan  of  apartment 
ownership. 

§  23.5. .520  .Application,  cnminiimciil, 
and  inspection  fees. 

A  combined  application,  commitment, 
and  inspection  fee  in  the  amount  of  $40 
per  dwelling  unit  to  be  contained  in  the 
proposed  project  shall  be  paid  with  the 
filing  of  the  application.  A  subsequent 
application  for  an  increase  in  the  num¬ 
ber  of  units  to  be  contained  in  the  proj¬ 
ect  shall  be  accompanied  by  a  payment 
of  an  additional  fee  in  the  amount  of 
$40  for  each  additional  unit. 

§  2.15.525  Eligible  mortgagors. 

A  mortgage  shall  be  executed  by  a 
mortgagor  that  is  a  nonprofit  organiza¬ 
tion  or  a  public  body  or  agency  and  is 
approved  by  the  Commis.sioncr.  Such 
mortgagor  shall  engage  in  the  following 
undertaking: 

(a)  The  purchase  of  housing  and  the 
rehabilitation  of  such  hou.sing,  if  it  is 
deteriorating  or  substandard. 

(b)  The  sale  of  such  housing,  under 
terms  and  conditions  satisfactory  to  tiie 
Commissioner,  to  individuals  or  families 
meeting  the  income  criteria  prescribed 
for  a  mortgagor  whose  mortgage  is  in¬ 
sured  under  S  235.1  etseq. 
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§  235.530  Eligible  types  of  property. 

To  be  eligible  for  insurance,  the  prop¬ 
erty  shall  consist  primarily  of  substand¬ 
ard  or  deteriorating  housing  which  is  to 
be  rehabilitated,  but  may  include  one  or 
more  existing  dwellings  or  units  not  re¬ 
quiring  rehabilitation.  Such  proi}erty 
may  be  located  on  one  or  more  tracts  or 
parcels  which  may  or  may  not  be  con¬ 
tiguous,  and  shall  consist  of  one  of  the 
following  types  or  a  combination  of  such 
types: 

(a)  Four  or  more  single-family  or  two- 
family  dwellings  which  may  be  of 
detached,  semidetached,  or  row  construc¬ 
tion. 

(b)  Four  or  more  one-family  units  in  a 
structure  or  structures  for  which  a  plan 
of  family  imit  ownership,  approved  by 
the  Commissioner,  is  established  or  is  to 
be  established  as  required  in  S  235.515. 

§  235.535  Maximum  mortgage  amount. 

(a)  The  mortgage  shall  Involve  a  prin¬ 
cipal  obligation  not  in  excess  of  the  Com¬ 
missioner’s  estimate  of  the  cost  of  any 
rehabilitation  plus  the  lesser  of  either  of 
the  following: 

(1)  The  actual  purchase  price  of  the 
land  and  improvements. 

(2)  The  Commissioner’s  estimate  of 
the  value  of  the  land  and  Improvements 
prior  to  the  rehabilitation. 

(b)  In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  reduced 
by  an  amount  equal  to  the  capitalized 
value  of  the  grotmd  rent. 

§  235.540  Maximum  interest  rate. 

’The  mortgage  shall  bear  interest  at 
the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  issued  by  the 
Secretary  before  February  18,  1971,  or 
an  application  for  commitment  was  re¬ 
ceived  by  the  Secretary  before  February 
18,  1971,  the  mortgage  may  bear  interest 
at  the  maximum  rate  in  effect  at  the 
time  of  issuance  of  the  letter  or  receipt 
of  the  application. 

§  235.545  Application  of  payments. 

(a)  The  mortgage  shall  provide  that 
all  amounts  to  be  paid  monthly  by  the 
mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate  thereof 
shall  be  paid  by  the  mortgagor  upon 
each  monthly  payment  date  In  a  single 
payment.  The  mortgage  shall  further 
provide  that  such  payment  will  be  ap¬ 
plied  in  the  following  order: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance. 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard  in¬ 
surance  premiums. 

(3)  Interest  on  the  mortgage. 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  In  the  amount  of 
the  monthly  payment  by  the  mortgagor 
shall  constitute  an  event  of  default.  The 
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mortgage  shall  further  provide  for  a 
grace  period  of  30  days,  within  which 
time  the  default  must  be  cured. 

§  235.550  Late  charges. 

A  late  charge  may  be  collected  by  the 
mortgagee  for  each  payment  to  interest 
or  principal  more  than  15  days  in  ar¬ 
rears,  if  provided  in  the  mortgage,  but 
such  charges  shall  not  exceed  two  cents 
for  each  dollar  of  the  mortgagor’s  share 
of  such  payment.  Such  charge  shall  be 
separately  charged  to  and  collected  from 
the  mortgagor  and  shall  not  be  deducted 
from  any  aggregate  monthly  payment. 
Such  charge  shall  not  be  included  in  the 
assistance  payment  made  by  the  Com¬ 
missioner  to  the  mortgagee  pursuant  to 
S  235.801  et  seq. 

§  235.555  Prepayment  privileges. 

(a)  A  mortgage  indebtedness  may  be 
prepaid  in  full  or  in  part  only  with  the 
prior  written  approval  of  the  Commis¬ 
sioner,  except  where  the  prepayment 
occurs  as  a  result  of  selling  all  of  the 
units  in  the  project. 

(b)  The  mortgagee  shall  not  collect 
any  charge  for  the  prepayment  of  the 
mortgage  in  connection  with  the  sale 
by  the  mortgagor  of  units  in  the 
project. 

(c)  If  prepayments  are  made  in  any 
calendar  year  in  excess  of  15  percent  of 
the  original  face  amount  of  the  mort¬ 
gage  and  such  prepayments  are  not  made 
in  connection  with  the  sale  of  individual 
dwelling  or  family  units,  the  mortgagee 
will  be  permitted  to  collect  such  reason¬ 
able  charge  on  such  excess  as  is  agreed 
upon  between  the  mortgagor  and  the 
mortgagee. 

§  235.560  Financial  requirements. 

All  of  the  provisions  of  §  221.540  of 
this  chapter,  relating  to  the  financial  re¬ 
quirements  where  there  is  to  be  insurance 
of  advances,  shall  apply  except  the  work¬ 
ing  capital  deposit  prescribed  in  para¬ 
graph  (a)  of  this  section  shall  not  be 
required. 

§  235.565  Rental  of  housing  units. 

Pending  the  sale  of  the  housing  units 
in  the  project  (or  in  the  event  the  mort¬ 
gagor  is  imable  to  sell  any  of  such  units) , 
the  mortgagor  may  rent  or  lease  such 
units,  with  the  approval  of  the  Commis¬ 
sioner  and  under  such  terms  and  con¬ 
ditions  as  the  Commissioner  may 
require. 

Subpart  E — Contract  Rights  and  Obli¬ 
gations — Rehabilitation  Sales  Proj¬ 
ects 

§  235.701  Incorporation  by  reference. 

All  of  the  provisions  of  Subpart  B, 
Part  207  of  this  chapter,  covering  mort¬ 
gages  insured  under  section  207  of  the 
National  Housing  Act,  apply  with  full 
force  and  effect  to  mortgages  insured 
under  section  235  (J)  of  the  National 
Housing  Act  except  the  following  pro¬ 
visions: 

Sec. 

307.253  Adjusted  premium  charge. 

307.359  Insurance  benefits. 

307.262  No  vested  right  In  fund. 


§  235.705  Forbearance  relief. 

(a)  In  a  case  where  the  mortgage  is  in 
default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  the  mortgagor’s  regular  mortgage 
payments  for  a  specified  period  of  time,  if 
the  Commissioner  determines  that  the 
default  was  due  to  circumstances  beyond 
the  mortgagor’s  control  and  that  the 
mortgage  probably  will  be  restored  to 
good  standing  within  a  reasonable  period 
of  time.  Such  determination  shall  be  evi¬ 
denced  by  the  Commissioner’s  written 
approval  of  the  forbearance  agreement. 

<b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner  writ¬ 
ten  notice  of  its  intention  to  file  an  in¬ 
surance  claim,  shall  be  suspended  for  the 
period  of  time  specified  in  the  forbear¬ 
ance  agreement  as  long  as'  the  mortgagor 
complies  with  the  requirements  of  such 
agreement. 

fc)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agreement 
or  to  cure  the  default  under  the  mort¬ 
gage  at  the  expiration  of  the  forbearance 
period,  and  such  failure  continues  for  a 
period  of  30  days,  the  mortgagee  shall 
notify  the  Commissioner  of  such  failure. 
Within  45  days  thereafter,  unless  a  modi¬ 
fication  or  extension  of  the  forbearance 
agreement  has  been  approved  by  the 
Commissioner,  the  mortgagee  shall  notify 
the  Commissioner  of  its  election  to  file 
an  insurance  claim  and  of  its  election 
to  either  assign  the  mortgage  to  the  Com¬ 
missioner  or  acquire  and  convey  title  to 
the  property  to  the  Commissioner.  If  the 
mortgage  is  assigned  to  the  Commis¬ 
sioner,  the  special  Insurance  benefits 
prescribed  in  §  235.715(b)  shall  be  ap¬ 
plicable. 

§  235.710  Request  by  Commissioner  for 
assignment  of  mortgage. 

(a)  ’The  mortgagee  shall,  when  re¬ 
quested  by  the  Commissioner,  assign  to 
the  Commissioner  a  mortgage  on  which 
assistance  payments  are  being  made  pur¬ 
suant  to  the  provisions  of  S  235.801  et 
seq.,  regardless  of  the  default  status  of 
such  mortgage. 

(b)  If  the  mortgage  is  not  in  default 
when  the  Commissioner  requests  its  as¬ 
signment,  the  first  day  of  the  month 
following  the  Commissioner’s  request 
shall  be  considered  the  date  of  default. 

§  235.715  Payment  of  insurance  bene¬ 
fits. 

All  of  the  provisions  of  §  207.259  of  this 
chapter  relating  to  Insurance  benefits 
apply  to  multifamily  project  mortgages 
insured  under  this  subpart,  except  as 
follows: 

(a)  Insurance  claims  shall  be  paid  In 
cash  unless  the  mortgagee  files  a  written 
request  for  payment  in  debentures.  If 
such  a  request  is  made,  the  claim  shall 
be  paid  in  debentures  issued  in  multiples 
of  $50,  with  any  balance  less  than  $50  to 
be  paid  in  cash. 

(b)  When  the  mortgage  is  assigned  to 
the  Commissioner  pursuant  to  S  235.710 
or  is  assigned  in  a  case  where  the  mortga¬ 
gor  fails  to  comply  with  the  requirements 
of  a  forbearance  agreement  approved  by 
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the  Commissioner  in  accordance  with  the 
requirements  of  §  235.705  or  is  assigned 
in  a  case  where  the  mortgagor  fails  to 
cure  the  default  at  the  expiration  of  the 
forbearance  period,  the  insurance  bene¬ 
fits  shall  be  paid  in  cash  and  shall  be 
computed  in  accordance  with  §  207.259 

(b)  of  this  chapter,  except  that  in  lieu 
of  the  allowance  for  debenture  interest 
in  §  207.259(b)  (IXili)  of  this  chapter, 
the  cash  payment  shall  include  the 
amoimt  of  the  impaid  accrued  mortgage 
Interest  computed  to  the  date  the  assign¬ 
ment  of  the  mortgage  to  the  Commis¬ 
sioner  is  filed  for  record.  In  addition,  an 
amount  shall  be  included  equivalent  to 
the  debenture  interest  which  would  have 
been  earned  from  the  date  the  mortgage 
assignment  was  filed  for  record  to  the 
date  the  cash  payment  is  made,  except 
that  when  the  mortgagee  fails  to  meet 
any  one  of  the  applicable  requirements 
of  §§  207.256,  207.258(b),  and  235.705(c) 
of  this  chapter  within  the  specified  time 
and  in  a  manner  satisfactory  to  the  Com¬ 
missioner  (or  within  such  further  time 
as  the  Commissioner  may  approve  in 
writing),  such  amount  shall  be  com¬ 
puted  only  to  the  date  on  which  the  par¬ 
ticular  action  should  have  been  taken 
or  to  which  it  was  extended. 

(c)  Where  the  assignment  of  the 
mortgage  is  made  pursuant  to  S  235.710 
and  the  mortgage  is  not  in  default  at  the 
time  of  such  assignment,  the  1  percent 
deduction  prescribed  in  §  207.259(b)  (2) 
(iv)  of  this  chapter  shall  not  he 
applicable. 

§  235.720  Adjusted  prcniium  charge. 

All  of  the  provisions  of  §  207.253  of 
this  chapter  shall  apply  to  mortgages  in¬ 
sured  under  this  part,  except  that  no  ad¬ 
justed  premium  charge  or  termination 
charge  shall  be  due  where  the  prepay¬ 
ment  of  the  mortgage  or  the  volimtary 
termination  of  the  mortgage  insurance 
occurs  in  connection  with  the  sale  of 
the  rehabilitation  housing  pursuant  to 
5  235.525(b). 

Subpart  F — Assistance  Payments — 
Rehabilitation  Sales  Projects 
§  235.801  Assistance  payment  contract. 

This  subpart  shall  constitute  the  as¬ 
sistance  payment  contract  between  the 
mortgagee  and  the  Commissioner  pur¬ 
suant  to  section  235(j)(7)  of  the  Na¬ 
tional  Housing  Act.  The  endorsement  of 
the  mortgage  for  insurance  shall  con¬ 
stitute  the  execution  of  the  assistance 
payment  contract  with  respect  to  the 
mortgage  being  insured. 

§  235.805  Eligible  mortgages. 

Assistance  payments  pursuant  to  this 
subpart  shall  be  made  only  in  connection 
with  a  mortgage  insured  under  Subparts 
D  and  E  of  tills  part. 

§  2.35.810  Term  of  paynieiils. 

(a)  The  term  for  v/hich  assistance 
payments  shall  be  made  shall  begin  on 
the  following  dates: 

(1)  With  respect  to  a  mortgage  in¬ 
volving  insurance  of  advances,  on  the 
date  of  the  Commissioner’s  final  endorse¬ 


ment  of  the  mortgage  note  for  Insurance, 
or  such  earlier  date  as  may  be  established 
by  the  Commissioner. 

(2)  With  respect  to  a  mortgage  in¬ 
sured  upon  completion,  the  date  on  which 
the  Commissioner  endorses  the  mortgage 
note  for  insurance. 

(b)  The  term  of  the  assistance  pay¬ 
ments  shall  end  upon  the  occurrence  of 
one  of  the  following  events: 

(1)  The  termination  of  the  contract 
of  mortgage  insurance. 

<2)  The  Commissioner’s  receipt  of  the 
mortgagee’s  notice  of  intention  to  file  an 
insurance  claim  pursuant  to  §  207.258(a) 
of  this  chapter.  In  the  event  the  mort¬ 
gagee  fails  to  provide  the  Commissioner 
with  such  notice  of  intention  within  the 
time  specified  in  §  207.258(a)  of  this 
chapter,  the  last  day  on  which  the  Com¬ 
missioner  should  have  received  the  mort¬ 
gagee’s  notice  shall  be  deemed  the  date 
the  Commissioner  received  such  notice. 

(3)  At  the  discretion  of  the  Commis¬ 
sioner,  the  mortgagor’s  failure  to  meet 
its  obligations  imder  the  regulatory 
agreement  it  has  entered  into  v;lth  the 
Commissioner. 

(c)  Upon  the  termination  of  the  as¬ 
sistance  payment  contract,  the  payment 
due  on  the  first  of  the  month  in  which 
the  termination  occurs  shall  be  the  last 
payment  to  which  the  mortgagee  shall 
be  entitled. 

(d)  Where  the  term  of  assistance  pay¬ 
ments  is  ended  pursuant  to  subparagraph 
(2)  or  (3)  of  paragraph  (b)  of  this  sec¬ 
tion,  the  contract  for  assistance  payment 
may  be  reinstated  by  the  Commissioner, 
in  his  discretion  and  on  such  conditions 
as  he  may  prescribe.  In  the  event  of  such 
reinstatement,  assistance  payments  will 
be  made  to  the  mortgagee  for  those 
months  during  which  such  payments 
were  suspended. 

§235.815  Time  of  payments. 

The  assistance  payment  shall  be  due 
on  the  first  day  of  each  month  following 
the  beginning  of  the  term,  and  shall  be 
paid  upon  the  receipt  of  a  billing  (on 
a  form  prescribed  by  the  Commissioner) 
from  the  mortgagee  or  its  servicer, 

§  235.820  Amount  of  assistance  pay¬ 
ments. 

(a)  The  assistance  payment  to  the 
mortgagee  shall  be  the  difference  be¬ 
tween  the  following : 

(1)  The  monthly  installment  for  prin¬ 
cipal,  interest  and  mortgage  Insurance 
premium  which  the  mortgagor  is  obli¬ 
gated  to  pay  under  the  mortgage;  and 

(2)  Tlie  monthly  installment  for  prin¬ 
cipal  and  interest  the  mortgagor  would 
be  obligated  to  pay  if  the  mortgage  were 
to  bear  interest  at  the  rate  of  1  percent 
per  annum. 

(b)  As  individual  family  units  in  the 
project  are  sold  and  as  the  principal 
amount  of  the  mortgage  is  reduced  by 
payment  of  the  portion  of  the  mortgage 
attributable  to  the  sold  units  and  as  the 
amount  of  the  mortgage  payments  which 
the  mortgagor  is  obligated  to  pay  is  re¬ 
duced,  proportionate  reductions  will  be 
made  in  the  mortgage  assistance  pay¬ 
ments. 


(c)  In  addition  to  the  assistance  pay¬ 
ment  referred  to  in  paragraph  (a)  of 
this  section,  the  mortgagee  shall  be  en¬ 
titled  to  the  monthly  payment  of  an 
amount  the  Commissioner  deems  suffi¬ 
cient  to  reimburse  the  mortgagee  for  its 
expenses  in  servicing  the  mortgage. 

§  235.82.5  Application  of  payments. 

The  mortgagee  shall  apply  each 
monthly  assistance  payment,  together 
with  the  mortgagor’s  monthly  payment, 
to  the  items  and  in  the  order  set  out  in 
the  mortgage. 

§  235.830  Mortgagee  records. 

The  mortgagee  shall  maintain  such 
records  as  the  Commissioner  may  require 
with  respect  to  the  mortgagor’s  pay¬ 
ments  and  the  assistance  payments  re¬ 
ceived  from  the  Commissioner.  Such 
records  shall  be  kept  on  file  for  a  period 
of  time  and  in  a  manner  prescribed  by 
the  Commissioner  and  shall  be  made 
available,  when  requested,  for  review  and 
inspection  by  the  Commissioner  or 
Comptroller  General  of  the  United 
States. 

§  23.5.835  EfTcet  of  aMignment  of  mort¬ 
gage. 

In  the  event  a  mortgage  subject  to  as¬ 
sistance  payments  is  assigned  to  another 
approved  mortgagee,  the  assignee  shall 
thereupon  succeed  to  all  the  rights  and 
obligations  of  the  assignor  imder  the  as¬ 
sistance  payments  contract. 

§23.5.999  Effect  of  amendments. 

'The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole 
or  in  part,  but  such  amendment  shall 
not  adversely  affect  the  interests  of  a 
mortgagee  under  a  contract  for  assist¬ 
ance  payments  already  in  effect  or  to 
be  put  in  effect  pursuant  to  the  Com¬ 
missioner’s  commitment  to  enter  into 
such  contract. 

PART  236— MORTGAGE  INSURANCE 
AND  INTEREST  REDUCTION  PAY¬ 
MENTS  FOR  RENTAL  PROJECTS 

Subpart  A— Eligibility  Raquirementt  for  Mortgago 
Inturanco 

Sec. 

238.1  Incorporation  by  reference. 

236.2  Definitions  used  In  this  subp.irt. 

236.3  Application,  commitment,  and  In¬ 

spection  fees. 

236.5  Application. 

236.10  Eligible  mortgagors. 

236.15  Maximum  Interest  rate. 

236.20  Mortgage  release  provisions. 

236.25  Application  of  payments. 

236  30  Prepayment  privileges. 

236.35  Late  charge. 

236  40  Eligibility  of  miscellaneous  mort¬ 
gages. 

236.45  Commercial  and  conununlty  facili¬ 
ties. 

236.50  Supervision  applicable  to  limited 
distribution  mortgagors. 

236  55  Rental  charges. 

236.60  Excess  rental  charges. 

236.65  Mortgagor’s  oath  as  to  selection  of 
tenants  and  transient  occupancy. 
236.70  Occupancy  requirements. 

236.75  Form  of  lease  and  occupancy  agree¬ 
ment. 

236  249  Effect  of  amendments. 
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Subpart  B  Contract  Right*  and  Obligotiont  for 
Mortgago  Insuranco 

Sec. 

236.261  Incorporation  by  reference. 

236.262  First,  second,  and  third  mortgage 

Insurance  premliuns. 

236.266  Forbearance  relief. 

236.260  Request  by  Commissioner  for  as¬ 
signment  of  mortgage. 

236.266  Payment  of  Insurance  benefits. 
236.270  Adjusted  premium  charge. 

Subparl  C — Interest  Reduction  Payment* 

236A01  Interest  reduction  payments  con¬ 
tract. 

236  606  Eligible  mortgages. 

236.610  Term  of  payments. 

236  615  Time  of  payment. 

236.620  Amount  of  payments. 

236.525  Application  of  payments. 

236.630  Mortgagee  records. 

236.535  EiTect  of  assignment  of  mortgage. 
236.599  Effect  of  amendments. 

Authoritt:  The  provisions  of  this  Part  236 
Issued  rmder  sec.  211, 62  Stat.  23,  as  amended, 
sec.  236,  82  Stat.  498,  as  amended;  12  UE.C. 
1716b, 1715Z-1. 

Subpart  A — Eligibility  Requirements 
for  Mortgage  Insurance 
§  236.1  Incorporation  by  reference. 

All  of  the  provisions  of  Subpart  C, 
Part  221  of  this  chapter,  concerning 
eligibility  requirements  of  moderate  In¬ 
come  projects  imder  section  221  of  the 
National  Housing  Act,  apply  with  full 
force  and  effect  to  multlfamlly  project 
mortgages  Insured  under  section  236  of 
the  National  Housing  Act,  except  the  fol¬ 
lowing  provisions: 

Sec. 

221.501  Certificate  by  Secretary  to  Com¬ 
missioner. 

221.602  Application. 

221.603  Application  fee. 

221.604  Commitment  fee. 

221.605  Inspection  fee. 

22 1 .6 10  EU^ble  mortgagors. 

221.618  Maximum  Interest  rate. 

221.519a  Mortgage  release  provisions. 

221 .523  Application  of  payments. 

221.624  Prepa3rment  privileges. 

221 .625  Late  charge. 

221.631  Supervision  applicable  to  general 

mortgagors. 

221.632  Supervision  applicable  to  limited 

distribution  mortgagors. 

221.536  Occupancy  requirements  applicable 

to  all  mortgagors. 

221.637  Additional  occupancy  requirements; 

preferred  purchasers  or  tenants. 
221.542a  Accounting  for  net  income. 

221.643  Advance  amortization. 

221.646  Commercial  and  community  facul¬ 
ties. 

221.559  Eligibility  of  miscellaneous  type 

mortgages. 

221 .560  Eligibility  of  refinanced  mortgages. 
221.575  Protection  of  work  In  process. 

§  236.2  Definitions  used  in  this  subpart. 

As  used  In  this  subpart,  the  following 
terms  shall  have  the  meaning  Indicated: 

(a)  “Adjusted  monthly  income” 
means  one-twelfth  of  the  annual  family 
Income  remaining  after  making  certain 
exclusions  from  gross  annual  Income. 
The  following  Items  shall  be  excluded, 
in  the  order  listed,  from  family  gross 
annual  Income: 

(1)  5  percent  of  such  gross  annual 
Income,  In  lieu  of  amounts  to  be  with¬ 
held  (social  security,  retirement,  health 
Insurance,  etc.) . 


(2)  Any  imusual  Income  or  temporary 
Income,  as  defined  by  the  Commissioner. 

(3)  The  earnings  of  each  minor  In  the 
family  who  Is  living  with  such  family, 
plus  the  sum  of  $300  for  each  such  minor. 

(b)  “Family”  means  two  or  more  per¬ 
sons  related  by  blood,  marriage,  or  op¬ 
eration  of  law,  who  occupy  the  same 
dwelling  or  imit. 

(c)  “Gross  annual  Income”  means  the 
total  income,  before  taxes  and  other  de¬ 
ductions,  received  by  all  members  of  the 
tenant’s  household.  There  shall  be  in¬ 
cluded  in  this  total  income  all  wages, 
social  security  payments,  retirement 
benefits,  military  and  veteran's  disabil¬ 
ity  payments,  unemployment  benefits, 
welfare  benefits,  Interest  and  dividend 
payments  and  such  other  income  items 
as  the  Secretary  considers  appropriate. 

(d)  “Handicapped”  means  a  person 
who  has  a  physical  impairment  which: 

(1)  Is  expected  to  be  of  long-contin¬ 
ued  and  indefinite  duration. 

(2)  Substantially  impedes  his  ability 
to  live  independently. 

(3)  Is  of  such  nature  that  his  ability 
to  live  independently  could  be  Improved 
by  more  suitable  housing  conditions. 

(e)  “Minor”  means  a  person  under  the 
age  of  21.  Such  term  shall  not  Include  a 
tenant  or  his  spouse. 

(f)  “Elderly”  means  a  person  62  years 
of  age  or  older. 

(g)  “Displacee”  means  a  person  who 
has  been  displaced  from  an  urban  re¬ 
newal  area,  or  as  a  result  of  governmen¬ 
tal  action  or  as  a  result  of  a  disaster 
determined  by  the  President  to  be  a 
major  disaster. 

§  236.3  Appliration,  rommilmcnl,  and 
inspection  fees. 

All  of  the  provisions  of  §§  221.503, 221.- 
504,  and  221.505  of  this  chapter  gov¬ 
erning  application,  commitment,  and  in¬ 
spection  fees  shall  apply  to  mortgages 
insured  under  this  part,  except  that  such 
fees  shall  not  be  required  in  either  of  the 
following  instances: 

(a)  Where  an  application  for  a  loan 
under  section  202  of  the  Housing  Act  of 
1959  has  been  filed  previously  in  connec¬ 
tion  with  the  project,  but  section  202 
funds  are  not  available  to  make  the  loan. 

(b)  Where  the  project  has  received  a 
loan  imder  section  202  of  the  Housing 
Act  of  1959  which  is  being  refinanced, 
provided,  at  the  time  of  the  application 
for  insurance  of  the  refinancing  mort¬ 
gage  under  section  236,  the  project  is 
either  in  the  construction  stage  or  has 
been  completed  less  than  6  months. 

§  236.5  Application. 

(a)  An  application  for  issuance  of 
either  a  conditional  or  firm  commitment 
for  insurance  of  a  mortgage  on  a  proj¬ 
ect  shall  be  submitted  by  an  approved 
mortgagee  smd  by  the  sponsors  of  such 
project  through  the  local  FHA  office  on 
an  approved  FHA  form. 

(b)  No  application  shall  be  considered 
unless  the  following  requirements  are 
met: 

(1)  All  of  the  exhibits  called  for  in 
the  application  are  submitted  to  the 
Commissioner. 


(2)  The  Commissioner  has  allocated 
to  the  project  contract  authority  for  in¬ 
terest  reduction  payments. 

§  236.10  Eligible  mortgagors. 

A  mortgage  shall  be  executed  by  a 
mortgagor  approved  by  the  Commis¬ 
sioner  and  meeting  the  following 
qualifications: 

(a)  Nonprofit  mortgagors.  The  non¬ 
profit  mortgagor  shall  be  a  corporation 
or  association  organized  for  purposes 
other  than  the  making  f  profit  or  gain 
for  itself  or  persons  identified  therewith 
and  which  the  Commissioner  finds  is 
neither  controlled  by  nor  under  the  direc¬ 
tion  of  persons  or  firms  seeking  to  derive 
profit  or  gain  therefroi.i.  Such  a  mort¬ 
gagor  shall  be  subject  to  such  regulation 
or  supervision  as  to  rents,  charges  and 
methods  of  operation  as  the  Commis¬ 
sioner  deems  necessary  to  effectuate  the 
purposes  of  this  subpart. 

(b)  Builder-seller  mortgagors.  The 
builder-seller  mortgagor  shall  be  a  spe¬ 
cial  type  of  mortgagor  which  is  organized 
to: 

(1)  Construct  or  rehabilitate  a  multi¬ 
family  project  for  sale  (upon  final  en¬ 
dorsement)  to  a  private  nonprofit  cor¬ 
poration  meeting  the  qualifications  of 
paragraph  (a).  Prior  to  Insurance  of  the 
mortgage,  the  mortgagor  shall  have 
entered  into  a  written  agreement  with 
such  nonprofit  corporation  to  sell  the 
project  at  a  purchase  price  not  to  exceed 
the  project’s  actual  cost  as  certified  pur¬ 
suant  to  §  221.550  of  this  chapter. 

(2)  Operate  the  project,  subject  to 
special  controls  and  requirements  of  the 
Commissioner  as  to  rents,  charges,  rates 
of  return,  and  methods  of  operation, 
until  the  conveyance  to  the  nonprofit 
mortgagor. 

(3)  Operate  the  project  as  a  limited 
distribution  mortgagor  subject  to  the 
supervision,  controls  and  requirements 
prescribed  by  the  Commissioner  for  such 
mortgagor,  in  the  event  of  failure  to 
convey  to  a  nonprofit  mortgagor  either 
at  final  endorsement  or  within  such  addi¬ 
tional  period  as  may  be  agreed  to  in 
writing  by  the  Commissioner. 

(c)  Limited  distribution  mortgagor. 
The  limited  distribution  mortgagor  shall 
be  a  corporation,  trust,  partnership,  as¬ 
sociation,  other  entity,  or  an  individual. 
Such  mortgagor  shall  be  restricted  by 
law  (or  by  the  Commissioner)  as  to  dis¬ 
tribution  of  income  and  shall  be  regu¬ 
lated  as  to  rents,  charges,  rate  of  return, 
and  methods  of  operation  in  such  form 
and  manner  as  is  satisfactory  to  the 
Commissioner  to  effectuate  the  purposes 
of  this  subpart. 

(d)  Cooperative  and  investor  sponsor 
mortgagors.  (1)  The  cooperative  mort¬ 
gagor  shall  be  a  nonprofit  cooperative 
ownership  housing  corporation  which 
restricts  permanent  (Kcupancy  of  the 
project  to  the  members  of  the  (xjrpora- 
tion  who  must  meet  membership  eligi¬ 
bility  requirements  approved  by  the 
Commissioner. 

-  (2)  The  Investor  sponsor  mortgagor 
shill  be  a  special  type  of  mortgagor 
which  is  organized  to: 

(i)  Construct  or  rehabllitatD  a  multi- 
family  project  to  be  transferred  to  a 
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cooperative  mortgagor  within  2  years 
from  the  date  of  completion. 

(ii)  Operate  the  project  until  2 
years  from  the  date  of  completion  or 
until  the  conveyance  to  the  cooperative 
mortgagor,  whichever  occurs  sooner,  sub¬ 
ject  to  the  controls  and  requirements  of 
the  Commissioner. 

(iii)  Operate  the  project  as  a  limited 
distribution  mortgagor  subject  to  the 
controls  and  requirements  of  the  Com¬ 
missioner,  in  the  event  of  failure  to  con¬ 
vey  to  a  cooperative  mortgagor  within 
the  2-year  period. 

( 3 )  Such  a  mortgagor  will  be  regulated 
or  restricted  by  the  Commissioner  as  to 
rents  or  sales,  charges,  rate  of  return,  and 
methods  of  operation  in  such  manner  as 
will  effectuate  the  purposes  of  this  sub¬ 
part  and  protect  the  consumer  interest. 

§  236.13  Muximum  iiitere!it  rutr. 

The  mortgage  shall  bear  Interest  at 
the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  issued  by  the 
Secretary  before  February  18,  1971,  or 
an  application  for  commitment  was  re¬ 
ceived  by  the  Secretary  before  February 
18,  1971,  the  mortgage  may  bear  interest 
at  the  maximum  rate  in  effect  at  the 
time  of  issuance  of  the  letter  or  receipt 
of  the  application. 

§  236.20  Mortgage  release  provisions. 

A  mortgage  insured  under  this  subpart 
may  provide  that,  at  any  time  after  final 
endorsement,  the  property  covered  by 
the  mortgage  may  be  released,  in  whole 
or  in  part,  with  the  approval  of  the  Com¬ 
missioner  and  tmder  such  terms  and  con¬ 
ditions  as  he  may  prescribe,  upon  pay¬ 
ment  of  the  portion  of  the  tmpaid  bal¬ 
ance  of  the  mortgage  allocable  to  the 
property  released. 

§  236.25  Application  of  payments. 

(a)  The  mortgage  shall  provide  that 
all  amounts  to  be  paid  monthly  by  the 
mortgagor  to  the  mortgagee  shall  be  add¬ 
ed  together  and  the  aggregate  thereof 
shall  be  paid  by  the  mortgagor  upon 
each  monthly  payment  date  in  a  single 
payment.  The  mortgage  shall  further 
provide  that  such  payment  will  be  applied 
in  the  following  order: 

(1)  Premium  charges  under  the  con¬ 
tract  of  mortgage  insurance. 

(2)  Groimd  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard  in¬ 
surance  premiums. 

( 3 )  Interest  on  the  mortgage. 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amoimt  of 
the  monthly  payment  by  the  mortgagor 
shall  constitute  an  event  of  default.  The 
mortgage  shall  further  provide  for  a 
grace  period  of  30  days,  within  which 
time  the  default  must  be  cured. 

§  236.30  Prepayment  privileges. 

(a)  Prepayment  in  full — (1)  Without 
prior  Commissioner  consent,  A  mortgage 
Indebtedness  may  be  prepaid  in  full  and 
the  Commissioner’s  controls  terminated 


without  the  prior  consent  of  the  Com¬ 
missioner  where  the  mortgagor  is  a 
limited  distribution  type  and  either  of 
the  following  conditions  is  met : 

(1)  If  the  prepayment  occurs  after  the 
expiration  of  20  years  from  the  date  of 
final  hisurance  endorsement  of  the 
mortgage,  provided  the  mortgagor  is  not 
receiving  payments  from  the  Commis¬ 
sioner  under  a  rent  supplement  contract 
executed  pursuant  to  the  provisions  of 
§§  5.1  et  seq.  of  this  title. 

(ii)  If  the  prepayment  occurs  as  a  re¬ 
sult  of  the  sale  of  the  project  to  a 
cooperative  or  private  nonprofit  cor¬ 
poration  or  association,  provided  the 
sale  is  financed  with  a  mortgage  in¬ 
sured  pursuant  to  §  236.40(d) . 

(2)  With  prior  Commissioner  consent. 
In  all  cases,  except  those  outlined  in  sub- 
paragraph  (1)  of  this  paragraph,  a  mort¬ 
gage  indebtedness  shall  not  be  prepaid 
in  full  and  the  Commissioner’s  controls 
shall  not  be  terminated  unless  the  Com¬ 
missioner  gives  his  prior  consent  to  such 
prepayment. 

(b)  Partial  prepayments.  With  the 
prior  written  approval  of  the  Commis¬ 
sioner,  partial  prepayments  may  be  made 
for  the  purpose  of  reducing  succeeding 
monthly  payments  of  the  remaining  bal¬ 
ance  as  recast  over  the  remaining  por¬ 
tion  of  the  original  mortgage  term. 

(c)  Optional  provision.  The  mortgage 
may,  if  required  by  the  mortgagee,  con¬ 
tain  a  provision  that,  prior  to  the  matu¬ 
rity  and  with  the  approval  of  the  Com¬ 
missioner,  partial  prepayments  may  be 
made  after  30  days’  written  notice 
to  the  mortgagee  on  any  principal  pay¬ 
ment  date.  If  prepayments  are  made  in 
any  calendar  year  in  excess  of  15  percent 
of  the  original  face  amount  of  the  mort¬ 
gage,  the  mortgagee  will  be  permitted  to 
collect  such  reasonable  charge  on  such 
excess  as  is  agreed  upon  between  the 
mortgagor  and  the  mortgagee. 

(d)  Prepayment  in  connection  with 
sale  of  units.  With  the  prior  written  ap¬ 
proval  of  the  Commissioner,  the  mort¬ 
gagor  may  sell  the  individual  dwelling 
units  in  the  project  to  lower  Income, 
elderly,  or  handicapped  purchasers.  The 
mortgagee  shall  not  collect  any  charge 
for  the  prepayment  of  the  mortgage  in 
connection  with  the  sale  of  such  units. 

§  236.35  Late  charge. 

A  late  charge  may  be  collected  by  the 
mortgagee  for  each  payment  to  interest 
or  principal  more  than  15  days  in  ar¬ 
rears,  if  provided  in  the  mortgage,  but 
such  charge  shall  not  exceed  2  cents  for 
each  dollar  of  the  mortgagor’s  share  of 
such  payment.  Such  charge  shall  be  sepa¬ 
rately  charged  to  and  collected  from 
the  mortgagor  and  shall  not  be  deducted 
from  any  aggregate  monthly  payment. 
Such  charge  shall  not  be  included  in  the 
Interest  reduction  payment  made  by  the 
Conunissioner  to  the  mortgagee  pursuant 
to  §  236.501  et  seq. 

§236.40  Eligibility  of  miscellaneous 
mortgages. 

(a)  Transfer.  A  mortgage  initially  in¬ 
sured  under  Part  221,  Subpart  C  of  this 
chapter,  which  has  been  approved  for  the 


below  market  interest  rate  (§  221.518(b) 
of  this  chapter)  and  which  has  not  re¬ 
ceived  the  Commissioner’s  final  endorse¬ 
ment,  may  be  Insured  under  this  subpart. 
The  principal  amount  of  such  mortgage 
shall  not  exceed  that  which  would  be 
applicable  if  the  mortgage  were  to  be 
insured  under  Part  221. 

(b)  Refinancing — in  general.  A  mort¬ 
gage  given  to  refinance  an  existing  mort¬ 
gage  insured  under  the  Act  may  be 
insured  under  this  subpart  pursuant  to 
section  223(a)(7)  of  the  Act.  ’The  new 
mortgage  shall  be  limited  in  amount 
and  in  term  as  follows: 

( 1 )  The  principal  of  the  new  mortgage 
shall  not  exceed  the  lowest  of  these 
amounts: 

(1)  The  original  principal  amount  of 
the  existing  insured  mortgage. 

(ii)  The  impaid  principal  amount  of 
the  existing  insured  mortgage,  to  which 
may  be  added — 

(a)  The  outstanding  indebtedness  in¬ 
curred  in  connection  with  capital  im¬ 
provements  made  to  the  property  which 
are  acceptable  to  the  Commissioner. 

(b)  The  costs,  as  determined  by  the 
Commissioner,  of  improvements,  upgrad¬ 
ing  or  additions  required  to  be  made  to 
the  property. 

(c)  Loan  closing  charges. 

(iii)  The  Commissioner’s  estimate  of 
the  value  of  the  property  after  comple¬ 
tion  of  tlie  repairs,  improvements  or 
additions  to  the  property,  except  for 
general  or  limited  distribution  mort¬ 
gagors  when  the  amotmt  shall  not  ex¬ 
ceed  90  percent  of  the  Commissioner’s 
estimate  of  the  value  of  the  property 
after  completion  of  the  repairs,  improve¬ 
ments  or  additions  to  the  property. 

(2)  The  term  of  the  new  mortgage 
shall  not  exceed  the  unexpired  term  of 
the  existing  mortgage,  except  that  it 
may  have  a  term  of  not  more  than  12 
years  in  excess  of  the  imexpired  term  of 
the  existing  mortgage  in  any  case  in 
which  the  Commissioner  determined 
that  the  insurance  of  the  mortgage  for 
an  additional  term  will  inure  to  the 
benefit  of  the  applicable  insurance  fund, 
taking  into  consideration  the  outstand¬ 
ing  insurance  liability  under  the  exist¬ 
ing  insured  mortgage. 

(c)  Refinancing — existing  project  un¬ 
der  section  202  of  the  Housing  Act  of 
1959.  A  mortgage  given  to  refinance 
a  loan  which  was  made  under  section 
202  of  the  Housing  Act  of  1959  may 
be  Insured  under  this  subpart,  if  the 
application  for  insurance  is  filed  with  the 
Commissioner  prior  to  the  date  of  proj¬ 
ect  completion,  or  within  such  reasonable 
time  thereafter  as  the  Commissioner  may 
allow. 

(d)  Purchase.  In  the  case  of  a  project 
financed  with  a  mortgage  insured  under 
this  subpart  which  involves  a  mortgagor 
other  than  a  cooperative  or  a  private 
nonprofit  corporation  or  association  and 
which  is  sold  to  a  cooperative  or  a  non¬ 
profit  corporation  or  association,  a  mort¬ 
gage  given  to  finance  the  purchase  may 
be  insured  imder  this  subpart.  ’The  in¬ 
surance  of  such  mortgage  shall  be  gov¬ 
erned  by  the  following: 
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(1)  The  amount  of  the  mortgage  shall 
not  exceed  the  lesser  of  the  amounts  de¬ 
termined  by  applying  the  formulas  in 
subdivision  (i)  or  (li)  of  this  subpara¬ 
graph  as  follows : 

(1)  An  amount,  the  debt  service  of 
which  can  be  met  from  project  Income 
remaining  after  payment  of  adl  operating 
expenses,  taxes,  and  required  services, 
provided  the  project  is  operated  on  a 
nonprofit  basis  and  the  rental  charges 
In  effect  at  the  time  of  purchase  are  not 
raised. 

(ii)  The  project’s  actual  cost  at  the 
time  of  completion  (as  determined  by  the 
Commissioner)  or  the  project’s  fair  mar¬ 
ket  value  for  residential  purposes  as  de¬ 
termined  by  the  Commissioner  on  the 
basis  of  operating  the  project  without  the 
benefit  of  any  interest  reduction  pay¬ 
ments  or  rent  supplement  payments  and 
without  the  controls  by  the  Commissioner 
over  the  project  imposed  by  the  provi¬ 
sions  in  this  subpart,  whichever  amount 
is  the  greater. 

(2)  Subject  to  limitations  prescribed 
In  subparagraph  (1)  of  this  paragraph, 
it  Is  intended  that  the  mortgage  will 
provide  an  amount  which  will  enable 
the  seller  of  the  project  to  realize  a  net 
amount  out  of  the  sales  proceeds  sufll- 
cient  to  recover  its  Investment  and  to 
retire  the  outstanding  mortgage. 

(3)  The  term  of  the  mortgage  may  ex¬ 
ceed  the  remaining  term  of  the  original 
mortgage  on  the  project,  but  in  no  event 
may  It  exceed  the  Commissioner’s  esti¬ 
mate  of  the  remaining  economic  life  of 
the  project. 

§  236.45  Commerrial  and  community 
facilities. 

(a)  The  project  may  include  such 
nondwelling  commercial  and  community 
facilities  as  the  Commissioner  deter¬ 
mines  will  be  adequate  and  appropriate 
to  serve  the  occupants  and  the  surround¬ 
ing  neighborhood,  provided  the  project 
remains  predominantly  residential  and 
any  nondwelling  facility  Included  In  the 
mortgage  is  found  by  the  Commissioner 
to  contribute  to  the  economic  feasibility 
of  the  project.  In  approving  such  facili¬ 
ties,  the  Commissioner  shall  give  con¬ 
sideration  to  the  possible  effect  of  the 
project  on  other  business  enterprises  In 
the  community. 

(b)  In  the  case  of  a  project  designed 
primarily  for  occupancy  by  the  elderly  or 
handicapped,  the  project  may  Include 
such  related  facilities  as  cafeterias  or 
dining  halls,  community  rooms,  work¬ 
shops,  Infirmaries,  or  other  inpatient  or 
outpatient  health  facilities  and  other 
essential  service  facilities  for  use  by 
elderly  or  handicapped  families. 

§  236.50  Supervision  applicable  lo 
limited  distribution  mortgagors. 

(a)  Dividends  or  other  distributions, 
as  defined  in  the  charter,  trust  agree¬ 
ment,  or  regulatory  agreement,  may  be 
declared  or  made  only  as  of  or  after  the 
end  of  a  semiannual  or  annual  fiscal  pe¬ 
riod.  The  amotmt  of  any  allowable  dis¬ 
tribution,  or  disbursement  from  surplus 
cash,  shall  not  exceed  in  any  1  fiscal 
year  more  than  6  percent  of  the  mort¬ 
gagor’s  initial  equity  investment  in  the 
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projects,  as  determined  by  the  Com- 
mls^oner. 

(b)  No  dividends  or  other  distribu¬ 
tions  shall  be  declared  or  made  except 
out  of  surplus  cash  available  and  remain¬ 
ing  after: 

(1)  The  pasmaent  of : 

(1)  All  sums  due  or  currently  required 
to  be  paid  imder  the  terms  of  any  mort¬ 
gage  or  note  insured  or  held  by  the 
Commissioner. 

(ii)  All  amounts  required  to  be  de¬ 
posited  in  the  reserve  fund  for  replace¬ 
ments. 

(ill)  All  obligations  of  the  project 
(other  than  the  mortgage  insured  or 
held  by  the  Commissioner)  unless  funds 
for  payment  are  set  aside  or  deferment 
of  payment  has  been  approved  by  the 
Commissioner. 

(2)  The  segregation  of : 

(i)  An  amount  equal  to  the  aggregate 
of  all  special  funds  required  to  be  main¬ 
tained  by  the  project. 

(ii)  All  tenant  security  deposits  held. 

(c)  The  right  to  any  allowable  distri¬ 
bution  or  disbursement  from  surplus  cash 
shall  be  cumulative. 

(d)  No  distribution  of  any  kind  may 
be  made  from  borrowed  funds. 

§  236.55  Rental  charges. 

(a)  Approved  rental  charges.  The 
mortgagor  shall,  with  the  approval  of  the 
Commissioner,  establish  for  each  dwell¬ 
ing  imit  the  following: 

(1)  A  basic  monthly  rental  charge  de¬ 
termined  on  the  basis  of  derating  the 
project  writh  payments  of  principal  and 
interest  due  under  a  mortgage  bearing 
Interest  at  the  rate  of  1  percent  per- 
annum. 

(2)  A  fair  market  monthly  rental 
charge  determined  on  the  basis  of  op¬ 
erating  the  project  with  payments  of 
principal,  interest,  and  mortgage  insur¬ 
ance  premiiun  which  the  mortgagor  is 
obligated  to  pay  under  the  mortgage. 

(b)  Monthly  rental  charge.  The 
monthly  rental  for  each  dwelling  unit 
shall  be  25  percent  of  the  tenant’s  ad¬ 
justed  monthly  income,  except  that  the 
monthly  rental  shall  not  be  less  than 
the  basic  rental  nor  more  than  the  fair 
market  rental  charge.  In  the  event  of 
any  change  in  a  tenant’s  income,  the 
monthly  rental  charge  shall  be  adjusted 
by  the  mortgagor, 

(c)  Application  0/ term.  In  the  case  of 
a  cooperative  project,  the  term  “tenant” 
as  used  in  this  subpart  shall  mean  a 
member  of  a  cooperative  and  the  term 
“rental  charge”  shall  mean  the  charges 
imder  the  occupancy  agreement  of  mem¬ 
bers  of  the  cooperative. 

§  236.60  Excess  rental  cliarges. 

The  mortgagor  shall  agree  to  pay 
monthly  to  the  Commissioner  all  rental 
(diarges  collected  in  excess  of  the  basic 
rental  charges. 

§  236.65  Mortgagor^  oath  as  to  selec¬ 
tion  of  tenants  and  transient  occu¬ 
pancy. 

The  mortgagor  shall  certify  under 
oath  to  the  Commissioner,  that  as  long 
as  the  Commissioner  Is  the  insurer. 


holder  or  reinsurer  of  the  mortgage,  the 
mortgagor  will  not; 

(a)  In  selecting  tenants  for  the  project 
covered  by  the  mortgage,  discriminate 
against  any  family  because  there  are 
children  in  the  family. 

(b)  Rent,  permit  the  rental  or  permit 
the  offering  for  rental  of  the  housing, 
or  any  part  thereof,  covered  by  such 
mortgage,  for  transient  or  hotel  pur¬ 
poses.  For  the  purposes  of  this  cer¬ 
tificate,  the  term  “rental  for  transient 
or  hotel  purposes”  shall  mean  (1)  rental 
for  any  period  less  than  30  days,  or  (2) 
except  in  the  case  of  a  project  designed 
primarily  for  occupancy  by  elderly  or 
handicapped  persons,  any  rental  which 
includes  the  provision  of  customary  hotel 
services  such  as  room  service  for  food 
and  beverages,  furnishing  and  launder¬ 
ing  of  linens,  maid  service  and  bellboy 
service. 

(c)  Sel.  the  project,  unless  the  pur¬ 
chaser  also  agrees  to  comply  with  the 
requirements  of  p.aragraphs  (a)  and  (b) 
of  this  section. 

§  236.70  Ornipaiu-y  rcqiiircnieiils. 

(a)  Initial  occupancy.  Initial  occu¬ 
pancy  of  the  project  by  tenants  who  are 
unable  to  pay  the  fair  market  rental 
shall  be  restricted  to  those  determined 
by  the  mortgagor  as  meeting  the  income 
requirements  established  by  the  Com¬ 
missioner,  and  who  are  one  of  the 
following: 

(1)  A  family. 

(2)  An  elderly  person. 

(3)  A  displacee. 

(4)  A  handicapped  person. 

(5)  A  single  person  who  is  less  than 
62  years  of  age:  Provided.  That  occu¬ 
pancy  by  this  category  of  tenants  or 
members  shall  be  limited  to  10  percent 
of  the  dwelling  units  in  the  project. 

(b)  Projects  designed  for  displacees, 
or  elderly,  or  handicapped.  In  a  project 
designed  for  displacees,  or  elderly,  or 
handicapped,  occupancy  may  be  re¬ 
stricted  to  that  category  of  persons  for 
whom  the  project  was  designed  and  w'ho 
meet  the  income  requirements  established 
by  the  Commissioner. 

(c)  Preference  for  military  personnel 
and  displacees. 

(1)  Whenever  the  Commissioner  de¬ 
termines  that  a  project,  because  of  its 
location  or  other  considerations,  could 
ordinarily  be  expected  to  substantially 
sen-e  the  family  needs  of  military  per¬ 
sonnel  who  are  serving  on  active  duty 
and  meet  the  income  requirements 
established  by  the  Commissioner,  such 
preference  for  occupancy  shall  be  af¬ 
forded  to  the  family  of  such  military 
personnel  as  the  Commissioner  deter¬ 
mines  is  appropriate. 

(2)  In  all  projects  preference  or  pri¬ 
ority  to  occupy  dwelling  units  shall  be 
given  to  displacees  provided  that  in  a 
project  de.signed  for  the  handicapped  or 
the  elderly,  preference  for  displacees 
shall  be  limited  to  those  who  are  within 
the  category  for  whom  the  project  was 
designed. 

(d)  Recertification  of  income.  The 
mortgagor  shall  obtain  from  each  tenant 
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or  cooperative  member  who  is  not  pay¬ 
ing  the  fair  market  rental  a  biennial  re¬ 
certification  of  family  income. 

§  236.75  Form  of  lease  and  occupancy 
agreement. 

A  tenant  who  is  to  pay  less  than  the 
fair  market  rental  shall  be  required  to 
execute  a  lease  in  a  form  approved  by 
the  Commissioner.  A  cooperative  member 
shall  be  required  to  execute  an  occupancy 
agreement  In  a  form  approved  by  the 
Commissioner,  regardless  of  the  rent  he 
is  pasdng. 

§  236.249  Effect  of  aniendnients. 

The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole 
or  in  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of  in¬ 
surance  on  any  mortgage  or  loan  already 
insured  and  shall  not  adversely  affect 
the  Interests  of  a  mortgagee  or  lender 
on  any  mortgage  or  loan  to  be  Insured 
on  which  the  Commissioner  has  made 
a  commitment  to  insure. 

Subpart  B — Contract  Rights  and  Obli¬ 
gations  for  Mortgage  Insurance 
§  236.251  Incorporation  by  reference. 

All  of  the  provisions  of  Subpart  B,  Part 
207  of  this  chapter  covering  mortgages 
Insured  under  section  207  of  the  Na¬ 
tional  Housing  Act,  apply  with  full  force 
and  effect  to  mortgages  insured  under 
section  236  of  the  National  Housing  Act 
except  the  following  provisions: 

Sec. 

207.252  First,  second  and  third  premiums. 

207.253  Adjusted  premium  and  termina¬ 

tion  charges. 

207.259  Insurance  benefits. 

207.262  No  vested  right  In  fund. 

§  236.252  First,  second,  and  third  mort¬ 
gage  insiiranre  proniiiinis. 

All  of  the  provision  of  §  207.252  of  this 
chapter  governing  the  first,  second,  and 
third  mortgage  insurance  premiums  shall 
apply  to  mortgages  insured  under  this 
part,  except  that  where  an  application 
for  a  loan  imder  section  202  of  the  Hous¬ 
ing  Act  of  1959  has  been  filed  previously 
In  connection  with  the  project,  but  it  is 
being  financed  with  a  mortgage  insured 
imder  this  part  because  funds  are  not 
available  to  make  the  section  202  loan, 
the  mortgage  insurance  premium  due  and 
payable  between  the  dates  of  initial  and 
final  insurance  endorsement  shall  be  at 
the  rate  of  one-fourth  of  one  percent 
per  annum  of  the  average  outstanding 
principal  obligation  of  the  mortgage  and 
such  premiums  shall  be  prorated  for  any 
fractional  part  of  a  year.  Following  final 
endorsement,  the  mortgage  insurance 
premium  shall  be  increased  to  one-half 
of  1  percent  and  shall  be  paid  as  pro¬ 
vided  in  §  207.252. 

§  236.2.55  Furbeiiranre  relief. 

fa)  In  a  case  where  the  mortgage  is 
in  default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  the  mortgagor’s  regular  mortgage 
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payments  for  a  specified  period  of  time, 
if  the  Commissioner  determines  that  the 
default  was  due  to  circumstances  beyond 
the  mortgagor’s  control  and  that  the 
mortgage  probably  will  be  restored  to 
good  standing  within  a  reasonable  period 
of  time.  Such  determination  shall  be 
evidenced  by  Che  Commissioner’s  written 
approval  of  the  forbearance  agreement. 

(b)  The  time  specified  in  §  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  give  the  Commissioner  writ¬ 
ten  notice  of  its  intention  to  file  an  in¬ 
surance  claim,  shall  be  suspended  for 
the  period  of  time  specified  in  the  for¬ 
bearance  agreement  as  long  as  the  mort¬ 
gagor  complies  with  the  requirements 
of  such  agreement. 

(c)  If  the  mortgagor  falls  to  meet  the 
requirements  of  a  forbearance  agreement 
or  to  cure  the  default  under  the  mort¬ 
gage  at  the  expiration  of  the  forbearance 
period,  and  such  failure  continues  for  a 
period  of  30  days,  the  mortgagee  shall 
notify  the  Commissioner  of  such  failure. 
Within  45  days  thereafter,  unless  a  modi¬ 
fication  or  extension  of  the  forbearance 
agreement  has  been  approved  by  the 
Commissioner,  the  mortgagee  shall  notify 
the  Commissioner  of  its  election  to  file  an 
insurance  claim  and  of  its  election  to 
either  assign  the  mortgage  to  the  Com¬ 
missioner  or  acquire  and  convey  title  to 
the  property  to  the  Commissioner.  If 
the  mortgage  is  assigned  to  the  Com¬ 
missioner,  the  special  insurance  benefits 
prescribed  in  §  236.265(b)  shall  be 
applicable. 

§  236.260  Request  by  Coniniissioner  for 
assignment  of  mortgage. 

The  mortgagee  shall,  when  requested 
by  the  Commissioner,  assign  to  the  Com¬ 
missioner  a  mortgage  on  which  interest 
reduction  payments  are  being  made  pur¬ 
suant  to  the  provisions  of  §  236.501  et 
seq.  If  the  mortgage  is  not  in  default 
when  the  Commissioner  requests  its  as¬ 
signment,  the  first  day  of  the  month 
following  the  Commissioner’s  request 
shall  be  considered  the  date  of  default. 

§  236.265  Payment  of  in!<uranre  bene¬ 
fits. 

•  All  of  the  provisions  of  §  207.259  of 
this  chapter  relating  to  insurance  bene¬ 
fits  apply  to  multifamily  project  mort¬ 
gages  insured  imder  this  subpart,  ex¬ 
cept  as  follows; 

(a)  Insurance  claims  shall  be  paid  in 
cash  unless  the  mortgagee  files  a  writ¬ 
ten  request  for  payment  in  debentures. 
If  such  a  request  is  made,  the  claim  shall 
be  paid  in  debentures  issued  in  multiples 
of  $50,  w'lth  any  balance  less  than  $50  to 
be  paid  in  cash. 

(b)  When  the  mortgage  is  assigned  to 
the  Commissioner  pursuant  to  §  236.260 
or  is  assigned  in  a  case  where  the  mort¬ 
gagor  fails  to  comply  with  the  require¬ 
ments  of  a  forbearance  agreement  ap¬ 
proved  by  the  Commissioner  in  accord¬ 
ance  with  the  requirements  of  §  236.255 
or  is  assigned  in  a  case  where  the  mort¬ 
gagor  falls  to  cure  the  default  at  the 
expiration  of  the  forbearance  period,  the 
insurance  benefits  shall  be  paid  in  cash 
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and  shall  be  computed  in  accordance 
with  §  207.259(b)  of  this  chapter,  except 
that  in  lieu  of  the  allowance  for  deben¬ 
ture  interest  in  §  207.259(b)  (1)  (lii)  of 
this  chapter,  the  payment  shall  include 
the  amount  of  the  unpaid  accrued  mort¬ 
gage  interest  computed  to  the  date  the 
assignment  of  the  mortgage  to  the  Com¬ 
missioner  is  filed  for  record.  In  addition, 
an  amount  shall  be  included  equivalent 
to  the  debenture  interest  which  would 
have  been  earned  from  the  date  the 
mortgage  assignment  was  filed  for  record 
to  the  date  the  cash  payment  is  made, 
except  that  when  the  mortgagee  fails 
to  meet  any  one  of  the  applicable  re¬ 
quirements  of  §§  207.256,  207.258(b),  and 
236.255(c)  of  ^is  chapter  within  the 
specified  time  and  in  a  manner  satisfac¬ 
tory  to  the  Commissioner  (or  within  such 
further  time  as  the  Commissioner  may 
approve  in  writing),  such  amount  shall 
be  computed  only  to  the  date  on  which 
the  particular  required  action  should 
have  been  taken  or  to  which  it  was 
extended. 

(c)  Where  the  assignment  of  the 
mortgage  is  made  pursuant  to  §  236.260 
and  the  mortgage  is  not  in  default  at  the 
time  of  such  assignment,  the  one  per¬ 
cent  deduction  prescribed  In  §  207.259 
(b)  (2)  (iv)  of  this  chapter  shall  not  be 
applicable. 

§  236.270  Adjusted  premium  charge. 

All  of  the  provisions  of  §  207.253  of 
this  chapter  shall  apply  to  mortgages 
insured  under  this  part,  except  that  no 
adjusted  premium  charge  or  termina¬ 
tion  charge  shall  be  due  when  the 
prepayment  of  the  mortgage  or  the 
voluntary  termination  of  the  mortgage 
Insurance  occurs  in  coimection  with  the 
sale  of  all  of  the  housing  units  in  the 
project  and  their  release  from  the  project 
mortgage. 

Subpart  C — Interest  Reduction 
Payments 

§  236.501  Interest  reduction  payments 
contract. 

This  subpart  shall  constitute  the  in¬ 
terest  reduction  payment  contract  be¬ 
tween  the  mortgagee  and  the  Commis¬ 
sioner  with  respect  to  a  mortgage  in¬ 
sured  under  section  236  of  the  National 
Housing  Act.  ’The  endorsement  of  the 
mortgage  for  Insurance  shall  constitute 
the  execution  of  the  Interest  reduction 
payment  contract  with  respect  to  the 
mortgage  being  insured. 

§  236.505  Eligible  mortgages. 

Interest  reduction  pajrments  pursuant 
to  this  subpart  shall  be  made  only  in  con¬ 
nection  W’lth  a  mortgage  which  is  insured 
under  Subparts  A  and  B  of  this  part. 

§  236.510  Term  of  payments. 

(a)  ’The  term  for  which  Interest  reduc¬ 
tion  payments  shall  be  made  shall  begin 
on  the  following  dates: 

(1)  With  respect  to  a  mortgage  In¬ 
volving  insurance  of  advances,  on  the 
date  the  Commissioner  finally  endorses 
the  mortgage  note  for  Insurance  or  such 
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earlier  date  as  may  be  established  by  the 
Commissioner. 

(2)  With  respect  to  a  mortgage  In¬ 
sured  upon  completion,  the  date  on  which 
the  Commissioner  endorses  the  mortgage 
note  for  insurance. 

(b)  The  term  of  the  interest  reduc¬ 
tion  payments  shall  end  upon  the  occur¬ 
rence  of  one  of  the  following  events: 

(1)  The  termination  of  the  contract 
of  insurance,  except  where  the  mortgage 
has  been  assigned  to  the  Commissioner. 

<2)  The  Commissioner’s  receipt  of  the 
mortgagee’s  notice  of  intention  to  file  an 
insurance  claim  and  to  acquire  and  con¬ 
vey  title  to  the  Commissioner  pursuant 
to  §  207.258(c)  of  this  chapter.  In  the 
event  the  mortgagee  falls  to  provide  the 
Commissioner  with  such  notice  of  inten¬ 
tion  within  the  time  specified  in  §  207.258 

(a)  of  this  chapter,  the  last  day  on  which 
the  Commissioner  should  have  received 
the  mortgagor’s  notice  shall  be  deemed 
the  date  the  Commissioner  receives  such 
notice. 

(3)  At  the  discretion  of  the  Commis¬ 
sioner,  the  mortgagor’s  failure  to  meet 
its  obligations  imder  the  regulatory 
agreement  it  has  entered  into  with  the 
Commissioner. 

(c)  Upon  termination  of  the  interest 
reduction  payments  contract,  the  pay¬ 
ment  due  on  the  first  of  the  month  in 
which  the  termination  occurs  shall  be 
the  last  payment  to  which  the  mortga¬ 
gee  shall  be  entitled. 

(d)  Where  the  term  of  interest  reduc¬ 
tion  payments  is  ended  pursuant  to  sub- 
paragraph  (2)  or  (3)  of  paragraph  (b) 
of  this  section,  such  interest  reduction 
payment  contract  may  be  reinstated  by 
the  Commissioner,  in  his  discretion  and 
on  such  conditions  as  he  may  prescribe. 
In  the  event  of  such  reinstatement,  in¬ 
terest  reduction  payments  will  be  made 
to  the  mortgagee  for  those  months  during 
which  such  payments  were  suspended. 

§  236.515  Time  of  payments. 

’The  interest  reduction  payments  shall 
be  due  on  the  first  day  of  each  month 
following  the  beginning  of  the  term,  and 
shall  be  paid  upon  the  receipt  of  a  bill¬ 
ing  (on  a  form  prescribed  by  the  Com¬ 
missioner)  from  the  mortgagee  or  its 
authorized  agent. 

§  236.520  Amount  of  payments. 

(a)  The  interest  reduction  payment  to 
the  mortgagee  shall  be  in  an  amount  not 
exceeding  tlie  difference  between  the 
following: 

(1)  ’The  monthly  installment  for  prin¬ 
cipal,  interest,  and  mortgage  insurance 
premium  which  the  mortgagor  is  obli¬ 
gated  to  pay  under  the  mortgage;  and 

(2)  The  monthly  payment  for  princi¬ 
pal  and  interest  the  mortgagor  would 
be  obligated  to  pay  if  the  mortgage  were 
to  bear  interest  at  the  rate  of  1  percent 
per  annum. 

(b)  Where  individual  family  units  in 
the  project  are  sold,  subject  to  a  plan 
approved  by  the  Commissioner,  and  as 
the  principal  amoimt  of  the  mortgage  is 
reduced  by  payment  of  the  portion  of 
the  mortgage  attributable  to  the  sold 
units  and  as  the  amount  of  the  mortgage 


payments  which  the  mortgagor  is  obli¬ 
gated  to  pay  is  reduced,  proportionate 
reductions  will  be  made  in  the  interest 
reduction  payments. 

(c)  In  addition  to  the  interest  reduc¬ 
tion  payment  referred  to  in  paragraph 
(a)  of  this  section,  the  mortgagee  shall 
be  entitled  to  the  monthly  payment  of 
an  amount  the  Commissioner  deems 
sufficient  to  reimburse  the  mortgagee  for 
its  expenses  in  servicing  the  mortgage. 

§  236.525  Application  of  payments. 

’The  mortgagee  shall  apply  each 
monthly  interest  reduction  payment, 
together  with  the  mortgagor’s  monthly 
payment,  to  the  items  and  in  the  order 
set  out  in  the  mortgage. 

§  236.530  Mortgagee  records. 

The  mortgagee  shall  maintain  such 
records  as  the  Commissioner  may  require 
with  respect  to  the  mortgagor’s  pay¬ 
ments  and  the  interest  reduction  pay¬ 
ments  received  from  the  Commissioner. 
Such  records  shall  be  kept  on  file  for  a 
period  of  time  and  in  a  manner  pre¬ 
scribed  by  the  Conunissioner  and  shall 
be  made  available,  when  requested,  for 
review  and  inspection  by  the  Commis¬ 
sioner  or  the  Comptroller  General  of  the 
United  States. 

§  236.535  Effect  of  assignment  of  mort¬ 
gage. 

In  the  event  a  mortgage  subject  to  in¬ 
terest  reduction  payments  is  assigned 
to  another  approved  mortgagee,  the 
assignee  shall  thereupon  succeed  to  all 
the  rights  and  obligations  of  the 
assignor  under  the  interest  reduction 
contract. 

§236.599  Effect  of  amendments. 

The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  no  such  amendment  shall 
adversely  affect  the  interests  of  a  mort¬ 
gagee  under  a  contract  for  interest  reduc¬ 
tion  payments  already  in  effect  or  to  be 
put  into  effect  pursuant  to  the  Commis¬ 
sioner’s  commitment  to  enter  into  such 
contract. 

PART  237— SPECIAL  MORTGAGE  IN¬ 
SURANCE  FOR  LOW  AND  MODER¬ 
ATE  INCOME  FAMILIES 

Subpart  A — Eligibility  Requirements 

Sec. 

237.1  Scope  of  subpart. 

237.6  Incorporation  by  reference. 

237.15  Credit  requirements. 

237.20  EUlg^lble  property. 

237.25  Income  criteria. 

237.30  Maximum  mortgage  omoimt. 

Subpart  S— Contract  Rights  and  Obligations 
237.251  Incorporation  by  reference. 

237.260  Method  of  paying  Insurance 
benefits. 

Subpart  C — Assistance  Payments — Homes  for  Low 
and  Moderate  Income  Families 
237.301  Incorporation  by  reference. 

237.305  Application  for  assistance  payments. 
237.310  Execution  of  assistance  payment 
contract. 

Axjthokitt:  The  provisions  of  this  Part  237 
Issued  under  secs.  203,  211,  237,  52  Stat.  10,  23, 
82  Stat.  485;  12  U.S.C.  1709,  1715b,  1716z-2. 


Subpart  A — Eligibility  Requirements 
§  237.1  Scope  of  subpart. 

Mortgage  insurance  under  section  237 
of  the  National  Housing  Act  is  provided 
under  this  section  for  mortgages  financ¬ 
ing  the  purchase  of  a  single  family  home 
by  a  low  or  moderate  income  family  that 
is  unable  to  meet  the  credit  requirements 
for  mortgages  insured  imder  section  203, 
220,  221,  or  231  of  the  Act,  if  the  mort¬ 
gage  meets  the  special  requirements  of 
this  subpart. 

§  237.5  Inrorporulion  by  reference. 

To  be  eligible  for  insurance  under  this 
subpart,  a  mortgage  shall  meet  all  of  the 
eligibility  requirements  for  insurance 
under  §§  203.1  et  seq.  (Part  203,  Subpart 
A)  of  this  chapter:  §§  220.1  et  seq.  (Part 
220,  Subpart  A)  of  this  chapter;  §§221.1 
et  seq.  (Part  221,  Subpart  A)  of  this 
chapter;  or  §§  234.1  et  seq.  (Part  234, 
Subpart  A)  of  this  chapter,  except  that 
the  mortgage  shall  comply  with  the 
special  requirements  of  this  subpart. 

§237.15  Credit  requiremenU. 

The  mortgage  shall  be  executed  by  a 
mortgagor  who  the  Commissioner  has 
determined  would  not  be  an  acceptable 
credit  risk  for  mortgage  insurance  pur¬ 
poses  under  one  of  the  subparts  referred 
to  in  §  237.5,  but  who  would  be  a  reason¬ 
ably  satisfactory  credit  risk  and  accept¬ 
able  for  insurance  under  this  subpart. 
The  determination  of  unacceptability  for 
mortgage  insurance  under  one  of  the 
referenced  subparts  shall  be  based  on  the 
mortgagor’s  credit  standing,  debt  obli¬ 
gations,  total  annual  income,  or  income 
characteristics.  The  determination  of  ac¬ 
ceptability  for  mortgage  insurance  under 
this  subpart  shall  be  based  on  a  finding 
by  the  Commissioner  that  the  mortgagor 
should  be  able  to  meet  his  obligations 
under  the  Insured  mortgage  if  he  receive;; 
budget,  debt  management,  and  related 
counseling. 

§  237.20  Eligible  property. 

The  mortgage  shall  be  given  to  finance 
the  purchase  of  a  single  family  dwelling 
or  a  family  unit  in  a  condominium. 

§  237.25  Income  criteria. 

’The  mortgage  shall  be  executed  by  a 
mortgagor  who  meets  the  income  criteria 
established  by  the  Commissioner  for  low 
and  moderate  Income  families. 

§  2.37..30  Mnxinnini  mortgage  amount. 

"rhe  mortgage  shall  not  exceed  the 
smallest  of  the  following  amounts: 

(a)  The  applicable  dollar  limits  of  the 
subpart  under  which  the  mortgage  would 
otherwise  be  eligible  for  insurance. 

(b)  $18,000  or  $21,000  in  any  geo¬ 
graphical  area  where  the  Commissioner 
finds  that  cost  levels  so  require. 

(c)  A  principal  amount  which  when 
amortized  will  result  in  monthly  pay¬ 
ments  consisting  of  principal.  Interest, 
mated  real  estate  taxes,  the  aggregate  of 
mortgage  insurance  premiums,  and  esti- 
which  will  not  exceed  25  percent  of  the 
mortgagor’s  income.  For  the  purposes 
of  determining  such  25  percent,  the 
mortgagor’s  income  shall  be  computed 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


RULES  AND  REGULATIONS 


21619 


§  237.305  Application  for  assistance  pa^* 
ments. 

Any  approved  mortgagee  may  sub¬ 
mit,  on  a  form  prescribed  by  the  Com¬ 
missioner,  an  application  for  assistance 
payments  in  accordance  with  the  provi¬ 
sions  of  this  subpart. 

§  237.310  Execution  of  assistance  pay¬ 
ment  contract. 

The  issuance  of  a  mortgage  insurance 
certificate  pursuant  to  §  237.1  et  seq. 
shall  also  constitute  the  execution  of  the 
contract  for  assistance  payments  with 
respect  to  the  mortgage  being  insured, 
if  the  mortgagor  has  applied  for  such 
assistance  payments. 

PART  238— YIELD  INSURANCE 
[SEC.  7021 

Subport  A — Eligibility  Requirements 
Approval  of  Investors 

Sec. 

238.1  Classification  of  investors. 

238.2  Withdrawal  of  approval. 


(c)  Any  corporation,  company,  asso¬ 
ciation,  trust  or  other  legal  entity;  or 

(d)  Any  combination  of  two  or  more 
corporations,  companies,  associations, 
trusts  or  other  legal  entitles  having  all 
the  powers  necessary  to  comply  with  the 
requirements  of  such  title. 

§  238.2  Withdrawal  of  approval. 

Approval  of  an  Investor  may  be  with¬ 
drawn  by  notice  from  the  Commissioner 
at  any  time  for  cause  deemed  sufficient 
by  the  Commissioner,  but  no  withdrawal 
will  affect  any  commitment  or  contract 
of  insurance  theretofore  entered  into 
with  such  investor. 

Application  and  Commitment 
§  238.3  Subnils»iun  of  appliralutn. 

Any  approved  investor  may  submit  an 
application  for  insurance-  in  connection 
with  an  Investment  which  it  proposes 
to  make  pursuant  to  the  provisions  of 
Title  vn  of  the  National  Housing  Act. 

§  238.1  Form  of  uppliration. 


either  as  his  average  monthly  Income 
during  the  year  prior  to  the  date  of  the 
application  for  mortgage  insurance  or 
as  his  average  monthly  Income  during 
the  3  years  prior  to  such  application, 
whichever  amount  is  the  greater. 

Subpart  B — Contract  Rights  and 
Obligations 

§  237.251  Incorporation  by  reference. 

(a)  Mortgages  insured  under  section 
237  of  the  Act  shall  be  governed  by  the 
provisions  covering  contract  rights  and 
obligations,  as  they  respectively  relate 
to  the  several  mortgage  Insurance  pro¬ 
grams  set  forth  in  §  237.3,  except  that 
the  foregoing  regulations  concerning 
mutuality  of  an  insurance  fund  shall  not 
apply  and  the  mortgage  Insurance  shall 
be  the  obligation  of  the  Special  Risk 
Insurance  Fund. 

(b)  For  the  purposes  of  this  subpart, 
all  of  the  references  in  §§  203.251  et  seq. 
(Part  203,  Subpart  B)  of  this  chapter; 
§§  220.251  et  seq.  (Part  220,  Subpart  B) 
of  this  chapter;  SS  221.251  et  seq.  (Part 
221,  Subpart  B)  of  this  chapter;  or 
SS  234.251  et  seq.  (Part  234,  Subpart  B)  of 
this  chapter  to: 

(1)  Section  203,  220,  221,  or  234  of  the 
Act  shall  be  construed  to  refer  to  section 
237  of  the  Act. 

(2)  The  Mutual  Mortgage  Insurance 
Fund  or  the  General  Insurance  Fund 
shall  be  construed  to  refer  to  the  Special 
Risk  Insurance  Fund. 

§  237.260  Method  of  paying  insurance 
benefiu. 

If  the  application  for  insurance  bene¬ 
fits  is  acceptable  to  the  Commissioner, 
the  insurance  eltdm  shall  be  paid  in  cash, 
unless  the  mortgagee  files  a  written  re¬ 
quest  with  the  application  for  payment 
in  debentures.  If  such  a  request  is  made, 
the  claim  shall  be  paid  in  debentures 
issued  in  multiples  of  $50,  with  any  bal¬ 
ance  less  than  $50  to  be  paid  in  cash. 

Subpart  C — Assistance  Payments— 

Homes  for  Low  and  Moderate  In¬ 
come  Families 

§  237.301  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  C, 
Part  235  of  this  chapter  concerning  as¬ 
sistance  payments  for  lower  income  fam¬ 
ilies  apply  to  assistance  payments  for 
mortgages  insured  under  section  237  of 
the  National  Housing  Act,  except  the 
following  provisions: 

Sec. 

235.310  Execution  of  assistance  payment 
contract. 

235.325  Qualified  cooperative  members. 
235.330  Cooperative  units  eligible  for 
assistance  payments. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  235  of  this  chapter 
to: 

(1)  Section  235  of  the  Act  shall  be 
construed  to  refer  to  section  237  of  the 
Act. 

(2)  This  subpart  shall  be  construed 
to  refer  to  Subpart  C  of  this  Part  237. 

(3)  Subparts  A  and  B  of  this  part 
shall  be  construed  to  refer  to  Subparts 
A  and  B  of  this  Part  237. 


Application  and  Commitment 


238.3 

Submission  of  application. 

238.4 

Form  of  application. 

238.5 

Application  and  commitment  fee. 

238.6 

Inspection  fee. 

238.7 

Approval  of  application. 

Eligible  Projects 

238.8 

Project  eligibility  requirements. 

Rents 

238.9 

Rental  schedule. 

238.10 

Charges  In  addition  to  maximum 
rental. 

Title 

238.11 

Title. 

Effective  Date 

238.12 

Effective  date. 

Subpart  8— Contract  Rights  and  Obligations 

238.251 

Definitions. 

238.252 

Premiums. 

238.253 

Contract  of  Insurance. 

238.254 

Excess  earnings. 

238.255 

Supervision  of  Investor. 

238.266 

Payment  of  claims. 

238.257 

Debentures. 

238.258 

Termination  and  reinstatement  of 
contract  of  Insurance. 

238.259 

Amendment  of  regulations. 

238.260 

Effective  date. 

Authoritt:  The  provisions  of  this  Part  238 
Issued  under  sec.  712, 62  Stat.  1281,  as  amend¬ 
ed:  12  U.S.C.  1747k. 

Subpart  A — Eligibility  Requirements 
Approval  or  Investors 
§  2.38.1  f  nasMifii’alion  of  iiivrNlor>i. 

Such  of  the  following  may  become  an 
approved  investor  as  the  Commissioner 
shall  find  to  be  qualified  by  business  ex¬ 
perience  and  facilities  to  afford  assur¬ 
ance  of  the  necessary  continuity  of  long¬ 
term  investment  and  to  have  available 
the  necessary  capital  required  for  long¬ 
term  investment  in  the  project  and  shall 
approve  as  eligible  for  insurance  imder 
Title  vn  of  the  National  Housing  Act: 

(a)  Any  natural  person; 

(b)  Any  group  of  not  more  than  ten 
natural  persons; 


The  application  must  be  made  upon  a 
standard  form  prescribed  by  the  Com¬ 
missioner  and  ffied  at  the  local  Federal 
Housing  Administration  office  serving 
the  area  in  which  the  property  is  located. 

§  2.38.5  .Applipution  and  cnnimitniPiit 
fee. 

The  application  must  be  accom¬ 
panied  by  the  Investor’s  check  to  cover  an 
application  fee  computed  at  the  rate  of 
$150  per  $1,000  of  the  estimated  invest¬ 
ment  stated  in  the  application,  to  cover 
the  cost  of  analysis  by  the  Commissioner, 
and  at  the  time  of  delivery  of  the  com¬ 
mitment  a  further  sum  (referred  to  as 
commitment  fee)  shall  be  paid,  which, 
when  added  to  the  application  fee,  will 
aggregate  $3.00  per  $1,000  of  the  esti¬ 
mated  Investment  as  specified  in  the 
commitment.  If  the  application  Is  re¬ 
fused  as  a  result  of  preliminary  exam¬ 
ination  by  the  Commissioner,  the  fee 
paid  will  be  returned  to  the  applicant 
but  no  portion  of  the  fee  will  be  returned 
after  further  woi*  has  been  performed 
following  preliminary  examination.  If 
the  amoimt  of  established  Investment  is 
increased  after  insurance,  the  fees  herein 
provided  for  shall  be  based  upon  the 
amount  of  such  Increase. 

§  2.38.6  In.sfMH'tion  foe. 

An  inspection  fee  computed  at  the  rate 
of  $2.00  per  $1,000  of  the  face  amount  of 
the  commitment  shall  be  paid  as  pro¬ 
vided  for  in  the  commitment. 

§  2.38.7  Approval  of  nppliralion. 

Upon  approval  of  an  application  a 
commitment  will  be  Issued  upon  a  form 
approved  by  the  Commission  setting 
forth  the  terms  and  conditions  upon 
which  the  Insurance  will  be  granted. 

Eligible  Projects 

§  2.38.8  Project  oligibilily  requirc-mt'iits. 

To  be  eligible  for  insurance,  a  project 
shall  meet  the  following  conditions: 

(a)  The  Commissioner  shall  be  satis¬ 
fied  that  there  is  in  the  locality  or  metro¬ 
politan  area  of  such  project  a  need  for 
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new  rental  dwellings  at  rents  comparable 
to  the  rents  proposed  to  be  charged  for 
the  dwellings  in  such  project. 

(b)  The  project  shall  be  economically 
sound  and  shall  contain  at  least  twenty- 
five  (25)  dwelling  units. 

(c)  The  dwellings  in  such  project  shall 
be  acceptable  to  the  Commissioner  as  to 
quality,  design,  size  and  tsrpe. 

(d)  The  Investor  shall  establish  in  a 
manner  satisfactory  to  the  Commis¬ 
sioner  that  good  and  merchantable  title 
in  fee  simple  or  under  long-term  lease¬ 
hold  (under  a  lease  having  a  term  of  not 
less  than  99  years  which  is  renewable  or 
under  a  lease  having  not  less  than  60 
years  to  run  from  the  date  of  commit¬ 
ment  to  Insiure  imder  Title  vn  of  the 
act  is  executed)  satisfactory  to  the  Com¬ 
missioner  to  the  real  estate  to  be  in¬ 
cluded  in  the  project  is  vested  in  the  in¬ 
vestor  fre^  and  clear  of  liens  and  will  so 
remain  as  long  as  the  contract  of  Insxir- 
ance  remains  in  force,  and  after  com¬ 
pletion  of  the  project,  the  Investor  must 
establish  that  there  are  no  outstanding 
unpaid  obligations  contracted  in  con¬ 
nection  with  the  construction  or  comple¬ 
tion  of  the  project,  except  taxes  and 
such  other  liens  and  obligations  as  may 
be  approved  or  prescribed  by  the  Com¬ 
missioner.  Debentures  issued  by  the  in¬ 
vestor  which  are  payable  out  of  net  in¬ 
come  from  the  project  and  from  the 
benefits  of  the  insurance  contract  shall 
not  be  construed  as  “unpaid  obligations” 
as  such  term  is  used  in  this  paragraph. 

(e)  The  project  may  include,  in  ad¬ 
dition  to  the  dwellings,  such  stores,  com¬ 
mercial  or  community  facilities  as  the 
Commissioner  shall  determine  to  be 
necessary  or  desirable  appurtenances  to 
the  project. 

(f)  The  investor  shall  establish  in  a 
manner  satisfactory  to  the  Commissioner 
that  it  has  and  will  make  available  suf¬ 
ficient  funds  to  complete  the  project  in 
accordance  with  the  plans  and  specifica¬ 
tions  approved  by  the  Commissioner. 

(g)  An  investor  must  establish  that 
no  restriction  upon  the  sale  or  occupancy 
of  the  project,  on  the  basis  of  race,  color, 
or  cre^,  has  been  filed  of  record  at  any 
time  subsequent  to  February  15,  1950, 
and  must  certify  that  so  long  as  the  in¬ 
surance  contract  remains  in  force  he  will 
not  file  for  record  any  restriction  affect¬ 
ing  the  project  or  execute  any  agreement, 
lease,  or  conveyance  affecting  the  project 
which  Imposes  any  such  restriction  upon 
its  sale  or  occupancy. 

(h)  (1)  Any  contract  or  subcontract 
executed  for  the  performance  of  con¬ 
struction  of  the  project  shall  comply  with 
all  applicable  labor  standards  and  provi¬ 
sions  of  the  regrilatlons  of  the  Secretary 
of  Labor,  Issued  May  9,  1951  (29  CFR  5.1 
to  5.12). 

(2)  No  construction  contract  shall  be 
entered  into  with  a  general  contractor 
or  any  subcontractor  If  such  contractor 
or  any  such  subcontractor  or  any  firm, 
corporation,  partnership  or  association 
in  which  such  contractor  or  subcontrac¬ 
tor  has  a  substantial  interest  is  included 
on  the  ineligible  list  of  the  contractors  or 
subcontractors  established  and  main¬ 


tained  by  the  Comptroller  General,  pur¬ 
suant  to  regulations  of  the  Secretary  of 
Labor  (29  CFR  5.6  (b)). 

(3)  No  project  shall  be  eligible  for  in¬ 
surance  unless  subsequent  to  completion 
of  construction  there  is  filed  a  certificate, 
executed  by  the  general  contractor,  in 
the  form  required  by  the  Commissioner, 
certifyiiig  that  the  laborers  and  mechan¬ 
ics  employed  in  the  construction  of  the 
dwelling  or  dwellings  or  housing  project 
Involved  have  been  paid  not  less  than 
the  wages  prevailing  in  the  locality  in 
which  the  work  was  performed  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by  the 
Secretary  of  Labor  prior  to  the  beginning 
of  construction  and  after  the  date  of 
filing  of  the  application  for  insurance. 

Rents 

§  2.38.9  Ih-nlal  s«-li*  diil«-. 

No  charge  shall  be  made  by  the  in¬ 
vestor  for  the  dwelling  accommodations 
offered  by  the  project  in  excess  of  that 
provided  in  a  rental  schedule  to  be  filed 
with  the  Commissioner  and  approved  by 
him  or  his  duly  constituted  representa¬ 
tive  prior  to  the  opening  of  the  project 
for  rental:  Provided,  That  in  no  event 
shall  the  rent  proposed  to  be  charged  or 
collected  for  any  dwelling  in  the  project, 
including  charges  for  heat  and  other 
customary  services  as  determined  by  the 
Commissioner,  exceed  $120  per  month, 
nor  shall  the  average  rental  for  all 
dwellings  in  the  project  exceed  $100  per 
month. 

§  238.10  Charges  in  addition  to  maxi¬ 
mum  rental. 

The  established  maximum  rental  shall 
be  the  maximum  authorized  charge 
against  any  tenant  for  the  dwelling 
accommodations  offered  exclusive  of 
telephone,  gas,  electric,  and  refrigeration 
sendees.  Charges  in  addition  to  such 
maximum  rental  may  be  made  against  a 
tenant  for  telephone,  gas,  electric,  re¬ 
frigeration,  and  other  facilities  and  priv¬ 
ileges  furnished  by  the  investor,  but  only 
with  the  approval  of  the  Commissioner. 
No  additional  amounts  may  be  required 
from  a  tenant  in  the  nature  of  security 
deposits  as  a  condition  to  occupancy  of 
such  units  without  the  prior  approval  of 
the  Commissioner. 

Title 

§238.11  Title. 

At  the  time  the  contract  of  Insurance 
is  executed,  the  Investor  shall  furnish 
to  the  Commissioner  a  survey  satisfac¬ 
tory  to  him  and  a  policy  of  title  insur¬ 
ance  as  provided  in  paragraph  (a)  of 
this  section:  Provided,  however.  That  in 
the  event  the  I  vestor  is  unable  to  fur¬ 
nish  such  policy  (or  reasons  satisfactory 
to  the  Commissioier  the  investor,  with¬ 
out  expense  to  the  Commissioner,  shall 
furnish  evidence  of  title  as  prescribed  in 
paragraphs  (b),  (c)  or  (d)  of  this  sec¬ 
tion  as  the  Commissioner  may  require. 

(a)  An  owner’s  policy  of  title  insur¬ 
ance  issued  by  a  company  satisfactory  to 
the  Commissioner  in  such  form  and 


amount  as  may  be  approved  by  the  Com¬ 
missioner.  Such  policy  shall  nm  to  the 
investor  and  the  Commissioner  as  their 
respective  interests  may  appear  and  may 
contain  such  exceptions,  restrictions  and 
limitations  as  are  approved  by  the  Com¬ 
missioner. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner  prepared  by  an  a^ 
stract  company  or  individual  engaged 
in  the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion  sat¬ 
isfactory  to  the  Commissioner  as  to  the 
quality  of  such  title  signed  by  an  at¬ 
torney  experienced  in  the  examination 
of  titles. 

(c)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(d)  Evidence  of  title  conforming  to  the 
standards  of  a  supervising  branch  of  the 
Government  of  the  United  States  of 
America  or  of  any  State  or  Territory 
thereof. 

Effective  Date 
§2.38.12  EITf'riivp  duir. 

The  administrative  rules  in  this  sub¬ 
part  are  effective  as  to  all  projects  on 
which  a  commitment  to  Insure  under 
Title  vn  is  issued  on  or  after  November 
12, 1948. 

Subpart  B — Contract  Rights  and 
Obligations 
§  2.38.231  Dpnnilions. 

As  used  in  this  subpart,  the  following 
terms  shall  have  the  meanings  respec¬ 
tively  ascribed  to  them  below,  and  unless 
the  context  clearly  indicates  otherwise, 
shall  include  the  plural  as  well  as  the 
singular  number. 

(a)  The  term  “Commissioner”  shall 
mean  the  Federal  Housing  Commis¬ 
sioner. 

(b)  The  term  “act”  shall  mean  the 
National  Housing  Act,  as  amended. 

(c)  The  term  “contract  of  insurance” 
shall  mean  the  written  instrument  duly 
executed  by  the  Commissioner  and  the 
Investor,  setting  forth  the  terms,  condi¬ 
tions  and  provisions  of  Insurance. 

(d)  'The  term  “Investor”  shall  mean 
the  insured  named  in  the  contract  of 
insurance  and  shall  include  any  assignee, 
pledgee  or  transferee  of  the  insured 
which  has  been  approved  by  the  Com¬ 
missioner  and  which  is  entitled  to  re¬ 
ceive  the  benefits  of  the  Insurance  con¬ 
tract. 

(e)  The  term  “project”  shall  mean  a 
project  (including  all  property,  real  and 
personal,  contracts,  rights  and  choses  in 
action  acquired,  owned  or  held  by  the 
investor  in  connection  therewith)  of  an 
investor  designed  and  used  primarily  for 
the  purpose  of  providing  dwellings,  the 
occupancy  of  which  is  permitted  by  the 
Investor  in  consideration  of  agreed 
charges,  and  may  Include  such  stores, 
offices,  commercial,  commimity  or  other 
facilities  as  the  Commissioner  may  ap¬ 
prove. 

(f)  Tbe  term  "estimated  Investment" 
shall  mean  the  estimated  cost  of  the  de¬ 
velopment  of  the  project  as  stated  in  the 
application  submltt^  to  the  Commis¬ 
sioner  for  insurance  under  Title  VII  of 


FEDERAL  REGISTER,  VOL  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


the  act  and  the  regulations  in  this  sub¬ 
part. 

(g)  The  term  “establishment  invest¬ 
ment”  shall  mean  the  amount  of  the  rea¬ 
sonable  costs  as  approved  by  the  Com¬ 
missioner,  Incurred  by  the  investor  In, 
and  necessary  for  carrying  out  all  works 
and  undertakings  for  the  development 
of  the  project,  and  shall  include  the 
premium  charge  for  the  first  operating 
year  and  the  cost  of  all  necessary  sur¬ 
veys,  plans  and  specifications,  architec¬ 
tural,  engineering,  or  other  special  serv¬ 
ices  (land  acquisition,  site  preparation, 
construction  and  equipment;  a  reason¬ 
able  return  on  the  funds  of  the  investor 
paid  out  in  the  course  of  the  development 
of  the  project  up  to,  and  including,  the 
initial  occupancy  date:  necessary  ex¬ 
penses  in  connection  with  the  initial  oc¬ 
cupancy  of  the  project;  and  the  cost  of 
such  items  as  the  Commissioner  shall 
determine  to  be  necessary  for  the  de¬ 
velopment  of  the  project: 

(1)  Less  the  amount  by  which  the  rents 
and  revenues  derive  from  the  project 
up  to,  and  including,  the  initial  oc¬ 
cupancy  date  exceeded  the  reasonable 
and  proper  expenses  as  approved  by  the 
Commissioner,  Incurred  by  the  investor 
In,  and  necessai’y  for,  operating  and 
maintaining  said  project  up  to,  and  in¬ 
cluding,  the  initial  occupancy  date,  or 

(2)  Plus  the  amount  by  which  such  ex¬ 
penses  exceeded  such  rents  and  revenues 
as  the  case  may  be:  Provided,  That  the 
amount  of  the  established  investment  so 
determined  and  approved  by  the  Com¬ 
missioner  as  of  the  date  of  initial  oc¬ 
cupancy  of  the  project  shall  be  subject 
to  adjustment  from  time  to  time  pursu¬ 
ant  to  the  authority  contained  in  section 
712  of  the  act,  and  in  accordance  with 
the  regulations  in  this  subpart,  to  provide 
for  increases.  In  such  amounts  as  the 
Commissioner  determines,  if  the  investor 
makes  capital  improvements  or  addi¬ 
tions  to  the  project,  or  to  provide  for 
decreases,  in  such  amounts  as  the  Com¬ 
missioner  determines,  if  any  part  of  the 
project  is  sold  or  transferred. 

(h)  The  term  “physical  completion 
date”  shall  mean  the  last  day  of  the 
calendar  month  in  which  the  Commis¬ 
sioner  determines  that  the  construction 
of  the  project  is  substantially  completed 
and  substantially  all  of  the  dwellings 
therein  are  available  for  occupancy. 

(i)  The  term  “initial  occupancy  date” 
shall  mean  the  last  day  of  the  calendar 
month  in  which  90  percent  in  number 
of  the  dwellings  in  the  project  on  the 
physical  completion  date  shall  have  been 
occupied,  but  shall  in  no  event  be  later 
than  the  last  day  of  the  sixth  calendar 
month  next  following  the  physical  com¬ 
pletion  date. 

(j)  The  term  “operating  year”  shall 
mean  the  period  of  12  consecutive  calen¬ 
dar  months  next  following  the  initial 
occupancy  date  and  each  succeeding 
period  of  12  consecutive  calendar 
months,  and  the  period  of  the  first  12 
consecutive  calendar  months  next  fol¬ 
lowing  the  initial  occupancy  date  shall 
be  the  first  operating  year. 

(k)  The  term  “gross  income”  for  any 
operating  year  shall  mean  the  total  rents 
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and  revenues  and  other  income  derived 
from,  or  in  connection  with,  the  project 
during  such  operating  year. 

(l)  The  term  “operating  expenses”  for 
any  operating  year  shall  mean  the 
amounts,  as  approved  by  the  Commis¬ 
sioner,  necessary  to  meet  the  reasonable 
and  proper  costs  of,  and  to  provide  for, 
operating  and  maintaining  the  project, 
and  to  establish  and  maintain  reasonable 
and  proper  reserves  for  repairs,  main¬ 
tenance,  and  replacements,  and  other 
nece.ssary  reserves  during  such  operat¬ 
ing  year,  and  shall  include  necessary  ex¬ 
penses  for  real  estate  taxes,  special 
assessments,  premium  charges  made  pur¬ 
suant  to  Title  vn  of  the  act  and  the 
regulations  in  this  part,  administrative 
expeixses,  the  annual  rental  under  any 
lease  pursuant  to  which  the  real  property 
comprising  the  site  of  the  project  is  held 
by  the  investor,  and  Insurance  charges, 
together  with  such  other  expenses  as  the 
Commissioner  shall  determine  to  be  nec¬ 
essary  for  the  proper  operation  and 
maintenance  of  the  project,  but  shall  not 
include  income  taxes. 

(m)  The  term  “net  Income”  for  any 
operating  year  shall  mean  gross  income 
remaining  after  the  payment  of  the  op¬ 
erating  expenses. 

(n)  The  term  “minimum  annual 
amortization  charge”  shall  mean  an 
amount  equal  to  2  percent  of  the  estab¬ 
lished  investment,  except  that  in  the 
case  of  a  project  where  the  real  property 
comprising  the  site  thereof  is  held  by 
the  investor  under  a  lease,  if  (notwith¬ 
standing  the  proviso  of  §  238.252)  the 
gross  income  for  any  operating  year  shall 
be  less  than  the  amount  required  to  pay 
the  operating  expenses  (including  the 
annual  rental  under  such  lease),  the 
minimum  annual  amortization  charge 
for  such  operating  year  shall  mean  an 
amount  equal  to  2  percent  of  the  estab¬ 
lished  investment  plus  the  amount  of  the 
annual  rental  under  such  lease  to  the 
extent  that  the  same  is  not  paid  from  the 
gross  Income. 

(o)  The  term  “annual  return”  for  any 
operating  year  shall  mean  the  net  Income 
remaining  after  the  payment  of  the  min¬ 
imum  annual  amortization  charge. 

(p)  The  term  “insured  annual  return” 
shall  mean  an  amount  not  to  exceed 
2^4  percent  per  annum  on  the  outstand¬ 
ing  Investment  and  shall  be  fixed  in  the 
commitment  to  insure  or  in  the  contract 
of  Insurance. 

(q)  Tlie  term  “minimum  annual  re¬ 
turn”  for  any  operating  year  shall  mean 
an  amount  equal  to  3y2  percent  of  the 
outstanding  Investment  for  such  operat¬ 
ing  year  or  such  lesser  amount  as  shall 
be  agreed  upon  by  the  Investor  and  the 
Commissioner. 

(r)  The  term  “excess  earnings”  for 
any  operating  year  shall  mean  the  net 
Income  derived  from  the  project  In  ex¬ 
cess  of  the  mlnimiun  annual  amortiza¬ 
tion  charge  and  the  minimum  annual 
return  and  income  taxes. 

(s)  The  term  “outstanding  invest¬ 
ment”  for  any  operating  year  shall  mean 
the  established  investment  less  an 
amount  equal  to: 
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(1)  The  aggregate  of  the  minimum 
annual  amortization  charge  for  each 
preceeding  operating  year  plus 

(2)  The  aggregate  of  the  excess  earn¬ 
ings,  if  any,  during  each  preceding  op¬ 
erating  year  applied,  in  addition  to  the 
minimum  annual  amortization  charge, 
to  amortization  in  accordance  with  the 
provisions  of  §  238.254: 

Provided,  That  the  outstanding  invest¬ 
ment  for  any  operating  year  shall  be 
subject  to  adjustment  in  such  amounts 
as  the  Commissioner  determines,  pur¬ 
suant  to  the  authority  contained  in  sec¬ 
tion  712  of  the  act  and  the  regulations 
in  this  subpart,  to  provide  for  a  reduction 
in  such  outstanding  investment  for  any 
operating  year  pending  the  restoration 
of  damage  to  the  project  caused  by  fire, 
flood,  earthquake,  tornado  or  other 
casualty. 

§  2.38. 2.>2  Prcniiiiiiis. 

(a)  The  Investor  shall  pay  to  the 
Commissioner  an  annual  insurance  pre¬ 
mium  in  an  amount  equal  to  ^2  of  1  per¬ 
cent  of  the  outstanding  investment  for 
the  operating  year  for  which  such  pre¬ 
mium  charge  is  payable  without  taking 
into  account  the  excess  earnings.  If  any, 
applied,  in  addition  to  the  minimum 
amortization  charge,  to  amortization  of 
the  outstanding  Investment.  Such  pre- 
mimum  charge  shall  be  payable  annually 
in  advance  by  the  investor  either  in  cash 
or  debentures  Issued  by  the  Commis¬ 
sioner  under  Title  vn  of  the  act  at  par 
plus  accrued  interest:  Provided,  That  if 
in  any  operating  year  the  gross  Income 
shall  be  less  than  the  operating  expenses, 
the  premium  charge  payable  during  such 
operating  year  shall  be  waived,  but  only 
to  the  extent  of  the  amount  of  the  dif¬ 
ference  between  such  expenses  and  such 
Income  and  subject  to  subsequent  pay¬ 
ment  out  of  any  excess  earnings  as  pro¬ 
vided  in  §  238.254. 

(b)  The  first  premium  covering  the 
first  operating  year  shall  be  payable  on 
the  date  the  contract  of  Insurance  is  exe¬ 
cuted  and  subsequent  annual  premiums 
shall  be  paid  on  or  before  the  first  day  of 
each  succeeding  operating  year  until  the 
project  is  acquired  by  the  Commissioner 
or  until  the  contract  of  insurance  is 
otherwise  terminated  as  set  forth  In 
§  238.258.  At  the  close  of  each  operating 
year  the  premium  payable  in  advance  for 
such  operating  year  may  be  adjusted  to 
take  into  account  any  increase  or  de¬ 
crease  in  the  outstanding  Investment  for 
such  operating  year  pursuant  to  the  au¬ 
thority  contained  in  section  712  of  the 
act  and  the  regulations  in  this  subpart 
and  any  excess  premiums  collected  shall 
be  refunded  to  the  Investor  and  any  defi¬ 
ciencies  In  the  amount  of  the  premium 
already  collected  and  the  amount  found 
to  be  due  for  such  operating  year  shall 
be  paid  by  the  Investor. 

§  2.38. 2.>3  Conirart  of  iiioiiraiK-e. 

Upon  compliance  satisfactory  to  the 
Commissioner  with  the  terms  of  the  com¬ 
mitment  to  Insure,  the  Commissioner 
and  the  Investor  shall  execute  the  con¬ 
tract  of  insurance.  The  Commissioner 
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and  the  Investor  shall  thereafter  be 
bound  by  the  contract  of  Insurance,  sub¬ 
ject  to  the  provisions  of  the  regulations 
in  this  subpart  which  shall  form  part  of 
each  such  contract.  Any  or  all  rights, 
claims  or  other  benefits  under  the  provi¬ 
sions  of  the  insurance  contract  may  be 
assigned,  pledged  or  otherwise  trans¬ 
ferred  upon  such  terms  and  conditions 
as  may  be  approved  by  the  Commis¬ 
sioner  and  agre^  upon  by  an  instrument 
in  writing  executed  by  the  original  In¬ 
vestor  and  by  an  assignee,  pledgee,  or 
other  transferee  satisfactory  to  the  Com¬ 
missioner. 

§  238.254  Exress  earnings. 

For  all  of  the  purposes  of  any  Insur¬ 
ance  contract,  50  percent  of  the  excess 
earnings,  if  any,  for  any  operating  yesu: 
may  be  applied,  in  addition  to  the  mini¬ 
mum  annual  return,  to  return  on  the 
outstanding  investment  but  only  to  the 
extent  that  such  application  thereof  doea 
not  result  in  an  annual  return  of  more 
than  5  percent  of  the  outstanding  in¬ 
vestment  for  such  operating  year,  and 
the  balance  of  any  such  excess  earnings 
shall  be  applied,  in  addition  to  the  mini¬ 
mum  annual  amortization  charge,  to 
amortization  of  the  outstanding  invest¬ 
ment:  Provided,  That  if  In  any  preceding 
operating  years  the  gross  Income  shall 
have  been  less  than  the  operating  ex¬ 
penses,  such  excess  earnings  shall  be  ap¬ 
plied  to  the  extent  necessary  In  whole 
or  in  part,  first,  to  the  reimbursement  of 
the  amoimt  of  the  difference  between 
such  expenses  (exclusive  of  any  pre¬ 
mium  charges  previously  waived  under 
§  238.252)  and  such  income,  and  second, 
to  the  pasunent  of  any  premium  charges 
previously  waived  hereunder. 

§  238.255  Supervision  of  investor. 

(a)  Maintenance  of  books  and  records. 
The  investor  shall  establish  and  maintain 
such  books,  records  and  accounts  with 
respect  to  the  insured  project  as  may  be 
prescribed  by  the  Commissioner  and  will, 
in  the  judgment  of  the  Commissioner, 
adequately  and  accurately  reflect  the 
condition  and  operations  of  the  project. 
The  Investor  shall  agree  to  permit  the 
Commissioner  or  his  agent  at  all  reason¬ 
able  times  upon  request  to  examine  any 
and  all  bo(^.  records,  contracts,  docu¬ 
ments,  and  accoimts  of  the  Investor 
which  reflect  In  any  way  the  condition 
or  operations  of  the  project. 

(b)  Financial  and  operating  state¬ 
ments.  With  respect  to  each  project,  the 
contract  of  Insurance  shall  provide  that 
after  the  close  of  each  (H>eratlng  year  the 
Investor  shall  submit  to  the  Commis¬ 
sioner  for  approval  a  financial  and  oper¬ 
ating  statement  covering  such  operating 
year  in  such  form  as  the  Commissioner 
may  prescribe.  If  any  such  financial 
and  operating  statement  shall  not  have 
been  submitted  or.  for  proper  cause,  shall 
not  have  been  approv^  by  the  Commis¬ 
sioner.  paspnent  of  any  claim  submitted 
by  the  investor  may,  at  the  <vtion  of 
the  Commissioner,  be  withheld,  in  whole 
or  in  part,  until  such  statement  ^all 
have  been  submitted  and  approved. 

(c)  Special  information  and  reports. 
The  investor  shall  furnish,  at  the  request 
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of  the  Cmnmlssloner  or  his  agent,  specific 
answers  to  questions  upon  which  infor¬ 
mation  is  desired  from  time  to  time  re¬ 
lating  to  the  Income,  assets,  liabilities, 
contracts,  (g)eration.  rents,  or  conditioa 
of  the  property  and  any  other  informa¬ 
tion  with  respect  to  the  Investor  or  the 
project  which  may  reasonably  be  re¬ 
quired. 

(d)  Rents  to  conform  with  rental 
schedule.  The  investor  shall  charge  and 
collect  rents  for  the  dwelling  units  in  the 
project  only  in  accordance  with  a  rent 
schedule  approved  by  the  CJommissioner. 
No  change  therein  nor  additional  re¬ 
quirements  in  the  natitre  of  seciulty  de¬ 
posits  as  a  condition  to  occupancy  of  such 
units  shall  be  made  by  the  investor  with¬ 
out  the  prior  approval  of  the  Commis¬ 
sioner. 

(e)  Increases  and  decreases  in  estab¬ 
lished  investment.  No  capital  expendi¬ 
ture  for  additions  or  improvements 
which  would  have  the  effect  of  increasing 
the  established  Investment  or  no  sale  of 
any  portion  of  the  project  which  would 
have  the  effect  of  reducing  the  estab¬ 
lished  investment  shall  be  made  without 
the  prior  written  approval  of  the  Com¬ 
missioner.  In  no  event  shall  the  Investor 
mortgage  or  pledge  all  or  any  part  of  the 
project  as  seciirlty  for  any  debt  so  long 
as  the  contract  of  insurance  remains  in 
force. 

§  238.256  Payment  of  elaim^. 

If  in  any  operating  year  the  net  in¬ 
come  of  a  project  is  less  than  the  aggre¬ 
gate  of  the  minimum  annual  amortiza¬ 
tion  charge  and  the  Insured  annual 
return,  the  Commissioner,  upon  submis¬ 
sion  by  the  Investor  of  a  claim  for  the 
payment  of  the  amoimt  of  the  difference 
between  such  net  income  and  the  aggre¬ 
gate  of  the  minimum  annual  amortiza¬ 
tion  charge  and  the  insured  annual  re¬ 
turn,  and  after  proof  of  the  validity  of 
such  claim,  shall  pay  to  the  investor  in 
cash  from  the  CJeneral  Insurance  Fund 
the  amount  of  such  difference  as  deter¬ 
mined  by  the  Commissioner,  but  not  ex¬ 
ceeding  in  any  event  an  amount  equal 
to  the  aggregate  of  the  minimum  annual 
amortization  charge  and  the  insured  an¬ 
nual  return. 

§  238.2.57  Debrntures. 

(a)  Commissioner’s  right  to  acquire 
project.  If  the  aggregate  of  the  amounts 
paid  to  the  investor  pursuant  to  §  238.256 
shall  at  any  time  equal  or  exceed  IS  per¬ 
cent  of  the  established  Investment,  the 
Commissioner  thereafter  shall  have  the 
right,  after  written  notice  to  the  Investor 
of  his  intention  so  to  do,  to  acquire,  as  of 
the  first  day  of  the  operating  year  after 
such  notice  is  given,  such  project  in  con¬ 
sideration  of  the  Issuance  and  delivery  to 
the  investor  of  debentures  having  a  total 
face  value  equtd  to  90  percent  of  the  out¬ 
standing  Investment  for  such  operating 
year.  In  any  such  case,  ^e  investor 
shall  be  obligated  to  transfer  and  convey 
to  the  CTommlssioner  good  and  merchant¬ 
able  title  to  the  project  undamaged  by 
fire,  earthquidee,  flood,  tornado,  or  waste, 
and  free  and  clear  of  all  liens,  encum¬ 
brances,  and  defects,  except  such  as  were 
approved  by  the  Commissioner  at  the 


time  the  project  was  insured  or  may  be 
approved  by  him  at  the  time  of  such 
transfer,  and  shall  furnish  to  the  Com¬ 
missioner  satisfactory  continuatiim  of 
the  title  evidence  approved  at  the  time  of 
insurance  to,  and  including,  the  trans¬ 
fer  to  the  Commissioner  without  cost  to 
him.  In  the  event  the  Investor  falls  to 
meet  the  obligation  described  in  the  pre¬ 
ceding  sentence,  the  Commissioner  may, 
at  his  option,  terminate  the  insurance 
contract. 

(b)  Investor’s  right  to  convey  project 
to  Commissioner.  If  in  any  operating 
year  the  aggregate  of  the  differences  be¬ 
tween  the  operating  expenses  (exclusive 
of  any  premium  charges  previously 
waived  under  §  238.252)  and  the  gross  in¬ 
come  for  the  preceding  operating  year.s, 
less  the  aggregate  of  any  deficits  in  such 
operating  expenses  reimbursed  from  ex¬ 
cess  earnings  as  provided  in  §  238.254, 
shall  at  any  time  equal  or  exceed  5  per¬ 
cent  of  the  established  Investment,  the 
Investor  shall  thereafter  have  the  right, 
after  written  notice  to  the  Commissioner 
of  his  intention  so  to  do,  to  convey  the 
project  to  the  Commissioner  as  of  the 
first  day  of  the  operating  year  after  such 
notice  is  given,  and  to  receive  from  the 
Comml.ssioner  debentures  having  a  total 
face  value  equal  to  90  percent  of  the  out¬ 
standing  investment  for  such  operating 
year.  In  any  case,  the  Investor  shall 
be  obligated  to  transfer  and  convey  to  the 
Commissioner  good  and  merchantable 
title  to  the  project,  undamaged  by  fire, 
earthquake,  flood,  tornado,  or  waste,  and 
free  and  clear  of  all  liens,  encumbrancc.s 
and  defects,  except  such  as  were  ap¬ 
proved  by  the  Commissioner  at  the  time 
the  project  was  Insured  or  may  be  ap¬ 
proved  by  him  at  the  time  of  such  trans¬ 
fer,  and  shall  furnish  the  Commissioner 
satisfactory  continuation  of  the  title 
evidence  approved  at  the  time  of  insur¬ 
ance  to.  and  including,  the  transfer  to 
the  Commissioner  without  cost  to  him. 

(c)  Waste.  The  term  “waste”  as  used 
in  paragraphs  (a)  and  (b)  of  this  section 
means  permanent  or  substantial  injury 
caused  by  unreasonable  use  or  abuse,  and 
is  not  Intended  to  Include  damage  caused 
by  ordinary  wear  and  tear. 

(d)  Effect  of  Commissioner’s  acquisi¬ 
tion  of  project.  UpHjn  the  acquisition  of 
a  project  by  the  Commissioner  pursuant 
to  this  section,  the  Insurance  contract 
shall  terminate. 

(e)  Date  and  term  of  debentures. 
The  debentures  issued  under  Title  vn  of 
the  act  to  any  investor  shall  be  Issued  in 
accordance  with  the  provisions  of  section 
708  of  the  act.  shall  be  dated  as  of  the 
first  day  of  the  operating  year  in  which 
the  project  for  which  such  debentures 
were  issued  was  acquired  by  the  Commis¬ 
sioner.  shall  bear  interest  at  tJie  rate  of 
2%  percent  per  annum,  payable  semi¬ 
annually  on  tile  first  day  of  January  and 
the  first  day  of  July  of  each  year,  and 
shall  mature  on  the  first  day  of  July  In 
the  twentieth  year  following  the  date  of 
Issuance  thereof.  Such  debentures  shall 
be  registered  as  to  principal  and  inter¬ 
est  and  all  or  any  such  debentiures  may 
be  redeemed  at  the  option  of  the  Com¬ 
missioner  with  the  approval  of  the  Secre¬ 
tary  of  the  Treasury  at  par  and  accrued 
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Interest  on  any  interest  payment  date  on 
3  months’  notice  of  redemption  given 
in  such  manner  as  the  Commissioner 
shall  prescribe.  Such  debentures  shall 
be  issued  in  multiples  of  $50  and  any  dif¬ 
ference  not  in  excess  of  $50  between  the 
amount  of  debentures  to  which  the  in¬ 
vestor  is  otherwise  entitled  hereimder 
and  the  aggregate  face  value  of  the  de¬ 
bentures  issued  shall  be  paid  in  cash  by 
the  Commissioner  to  the  investor. 

§  238.2.58  Tt'rminalion  and  reinstate¬ 
ment  of  contract  of  insurance. 

(a)  Termination  of  insurance  con¬ 
tract  at  investor’s  option.  The  investor, 
after  written  notice  to  the  Commissioner 
of  his  intention  to  do  so.  may  terminate, 
as  of  the  close  of  any  operating  year  in 
which  such  notice  is  given,  any  contract 
of  Insurance,  upon  payment  to  the  Com¬ 
missioner  of  an  adjusted  premium  charge 
of  1  percent  of  the  established  invest¬ 
ment  but  not  in  excess  of  the  aggregate 
amount  of  the  premium  charges  which 
the  investor  otherwise  would  have  been 
required  to  pay  if  such  contract  of  in¬ 
surance  had  not  been  so  terminated. 

(b)  Termination  of  insurance  contract 
at  Commissioner’s  option.  The  Commis¬ 
sioner  may,  at  his  option,  terminate  any 
insurance  contract  in  the  event  that; 

(1)  The  Investor  fails  or  refuses  for  a 
period  of  30  days  after  receipt  of  a  de¬ 
mand  by  the  Commissioner  to  pay  in¬ 
surance  premiums  in  accordance  with 
the  provisions  of  §  238.252. 

(2)  The  investor  sells  or  transfers  all 
or  any  part  of  the  project  without  the 
approval  of  the  Commissioner. 

(3)  The  Investor  falls  or  refuses  to 
comply  with  the  requirements  and  sub¬ 
mit  to  the  supervision  of  the  Commis¬ 
sioner  in  the  manner  and  to  the  extent 
prescribed  in  §  238.255. 

(c)  Reinstatement  of  insurance  con¬ 
tract.  Upon  application  by  the  investor 
and  compliance  with  such  terms  and 
conditions  as  may  be  required  by  the 
Commissioner  in  connection  with  the 
particular  transaction  any  contract  of 
insurance  terminated  pursuant  to  para¬ 
graph  (b)  of  this  section  may  be  rein¬ 
stated.  subject  to  the  Investor  making 
payment  to  the  Commissioner  of  an 
amoimt  equal  to  the  Insurance  premiums 
which  would  have  been  due  and  pay¬ 
able  if  the  contract  of  Insurance  had  not 
been  terminated. 

(d)  Expiration  of  insurance  contract. 
Any  insurance  contract  shall  expire  as 
of  the  first  day  of  the  operating  year 
for  which  the  outstanding  Investment 
amounts  to  not  more  than  10  percent  of 
the  established  Investment. 

§  238.2.59  Aniei  ilment  of  rogiilalions. 

The  regulations  in  this  part  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  Interests  of  a  mort¬ 
gagee  under  the  contract  of  insurance  on 
any  mortgage  already  Insured  or  to  be 
Insured  on  which  the  Commissioner  has 
made  a  commitment  to  Insure. 
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§  238.260  EfTective  date. 

The  regulations  in  this  subpart  shall 
be  effective  as  to  all  contracts  of  insur¬ 
ance  or  commitments  to  insure  Issued 
subsequent  to  the  date  hereof. 

PART  240— MORTGAGE  INSURANCE 
ON  LOANS  FOR  FEE  TITLE  PURCHASE 

Subpart  A — Eligibility  Requirements 

Sec. 

240.1  Incorporation  by  reference. 

240.6  Maxlmiun  loan  amounts. 

240.10  Use  of  proceeds. 

240.15  Nature  of  property. 

Subpart  B— Contract  Rights  and  Obligations 
240.251  Incorporation  by  reference. 

Authority:  The  provisions  of  this  Part 
240  Issued  under  sec.  211,  52  Stat.  23,  as 
amended,  sec.  240.  82  Stat.  476,  as  amended; 
12  U3.C.  1715b, 

Subpart  A — Eligibility  Requirements 

§  240.1  Incorporation  by  reference. 

(a)  All  of  the  provisions  in  §§203.50 
et  seq.  of  this  chapter  covering  insured 
home  improvement  loans  under  section 
203 (k)  of  tile  Act  shall  apply  to  loans 
for  the  purchase  of  the  fee  simple  title 
to  property  which  are  insured  under  sec¬ 
tion  240  of  the  Act  except  the  following 
provisions: 

Sec. 

203.73  Maximum  loan  amounts. 

203.82  Use  of  proceeds. 

203.83  Nature  of  borrower's  ownership. 

203.95  Owner-occupancy  In  military  service 

cases. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  §§  203.50  et  seq.  of  this 
chapter  to: 

(1)  Section  203  (k)  of  the  Act  shall  be 
construed  to  refer  to  section  240  of  the 
Act. 

(2)  Sections  203.50  et  seq.  of  this 
chapter  shall  be  construed  to  refer  to 
this  subpart. 

§  240.5  Maximum  loan  amounts. 

The  loan  shall  not  exceed : 

(a)  The  cost  of  purchasing  the  fee 
simple  title  or  $10,000  per  family  imit, 
whichever  is  the  lesser;  or 

(b)  An  amount  which  when  added  to 
any  outstanding  indebtedness  related  to 
the  property,  as  determined  by  tiie  Com¬ 
missioner,  creates  a  total  outstanding 
indebtedness  which  does  not  exceed  the 
limits  prescribed  in  §§  203.18(a)  (1) ,  203.- 
18(b),  or  203.18(c)  of  this  chapter,  as 
applicable. 

§  240.10  Use  of  proceeds. 

The  proceeds  of  the  loan  shall  be  used 
only  by  homeowners  to  finance  the  pur¬ 
chase  of  the  fee  simple  title  to  property 
on  which  their  homes  are  located. 

§240.15  Nature  of  property. 

To  be  eligible  for  Insurance,  the  loan 
must  relate  to  property  on  which  there 
is  located  a  dwelling  designed  princi¬ 
pally  for  a  one-,  two-,  three-  or  four- 
family  residence,  and  which  prior  to  the 
purchase  of  the  fee  simple  title  is  being 
leased  by  the  borrower  under  a  long¬ 
term  ground  lease. 
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Subpart  B — Contract  Rights  and 
Obligations 

§  240.251  Incorporaticm  by  reference. 

(a)  All  of  the  provisions  of  §§  203.440 
et  seq.  of  this  chapter  covering  insured 
home  improvement  loans  imder  section 
203 (k)  of  the  Act  shall  apply  to  loans 
for  the  purchase  of  the  fee  simple  title 
to  property  which  are  insured  under  sec¬ 
tion  240  of  the  Act. 

(b)  In  addition  to  the  provisions  of 
paragraph  (a)  of  this  section,  the  defi¬ 
nitions  contained  in  §  203.50  of  this  chap¬ 
ter  shall  apply  to  this  subpart. 

PART  241— SUPPLEMENTARY  FI¬ 
NANCING  FOR  INSURED  PROJECT 
MORTGAGES 

Subpart  A — Eligibility  Requirements 

Sec. 

241.1  Definitions. 

241.10  Application  and  commitment  fees. 
241.16  Commitments. 

241.20  Inspection  fee. 

241.25  Fees  on  Increases. 

241.30  Refund  of  fees. 

241.35  Charges  by  lender. 

241.40  Eligible  lenders. 

241.45  Note  and  security  form. 

241.55  Method  of  loan  payment. 

241.60  Date  of  first  pajrment  to  principal. 
241.65  Maturity. 

241.70  Maxlmiun  loan  amount. 

241.75  Maximum  Interest  rate. 

24 1 .80  Eligibility  of  title. 

241.85  Title  evidence. 

241.90  Accumulation  of  next  premliun. 
241.96  Application  of  payments. 

241.100  Prepayment  privilege  and  charge. 
241.105  Late  charge. 

241.110  Certificate  of  use  for  transient  or 
hotel  purposes. 

241.116  Zoning,  deed  or  building  restric¬ 
tions. 

241.120  Certificate  of  nondiscrimination  by 
borrower. 

241.125  Use  of  loan  proceeds. 

241.130  Supervision  by  Commissioner. 
241.135  Building  loan  agreement. 

241.140  Assurance  of  completion. 

241.145  Labor  requirements. 

241.150  Discrimination  prohibited. 

241.155  Cost  certification  requirements; 
loans  $200,000  or  less. 

241.160  Cost  certification  requirements; 

loans  over  $200,000. 

241.249  Effect  of  amendments. 

Subpart  B— Contract  Rights  and  Obligations 
241.251  Incorporation  by  reference. 

241 .260  Definitions. 

241 .265  Termination  of  Insurance. 

241.270  Refund  upon  termination  of  Insur¬ 
ance. 

241.275  No  vested  right  In  fund. 

Authority:  The  provisions  of  this  Part  241 
Issued  under  sec.  211,  52  Stat.  23.  as  amended, 
sec.  241,  82  Stat.  508,  as  amended;  12  U.S.C. 
1715b,  1715Z-6. 

Subpart  A — Eligibility  Requirements 
§  241.1  Deflnitions. 

As  used  in  this  subpart,  the  following 
terms  shall  have  the  meaning  indicated; 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representative. 

(b)  “Act”  means  the  National  Hous¬ 
ing  Act,  as  amended. 

(c)  “FHA”  means  the  Federal  Housing 
Administration. 
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(d)  "Insured  loan"  means  a  loan  which 
has  been  insured  by  the  FHA,  as  evi¬ 
denced  by  the  endorsement  of  the  credit 
instrument  for  insurance  by  the  Com¬ 
missioner. 

(e)  “Insurance  premium”  means  the 
loan  insurance  premium  paid  by  the 
financial  institution  to  the  Commis¬ 
sioner  in  consideration  of  the  contract  of 
insmrance. 

(f)  "Loan”  means  an  advance  of  funds 
or  credit  evidenced  by  a  note,  which  is 
secured  by  a  security  Instrument. 

(g)  "Outstanding  indebtedness  relat¬ 
ing  to  the  property”  means  the  total  out¬ 
standing  amount  of  unsecured  obliga¬ 
tions  of  the  borrower  incurred  in 
connection  with  improving,  repairing  or 
maintaining  the  property  and  outstand¬ 
ing  mortgages  or  obligations  constituting 
liens  on  the  title  to  the  pr(H>erty  to  be 
Improved. 

(h)  "Lender”  means  an  approved 
financial  institution  eligible  for  insur¬ 
ance  under  section  241  of  the  Act  that 
is  the  holder  of  an  insured  loan  or  the 
holder  of  a  loan  presented  for  insurance. 

(1)  "Borrower”  means  the  owner  of  a 
project  covered  by  an  insured  mortgage 
or  a  mortgage  held  by  the  Secretary, 
which  owner  receives  and  becomes  pri¬ 
marily  obligated  for  the  payment  of  a 
supplementary  loan. 

(j)  "Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
his  authorized  representatives. 

§  241.10  Application  and  commitment 
fees. 

(a)  Application.  An  application  for  the 
Issuance  of  either  a  conditional  or  firm 
commitment  for  insurance  of  an  im¬ 
provement  loan  on  a  project  shall  be 
submitted  by  an  approved  lender  and  by 
the  sponsors  of  such  project  through  the 
local  PHA  office  on  an  approved  FHA 
form.  No  application  shall  be  considered 
unless  the  exhibits  called  for  by  such 
form  are  furnished. 

(b)  Application  and  commitment 
fees — (1)  Application  for  conditional 
commitment.  An  application  fee  of  $1.50 
per  thousand  dollars  of  the  amount  of 
the  loan  applied  for  shall  accompany 
the  application  for  a  conditional 
commitment. 

(2)  Application  for  firm  commitment. 
An  application  for  a  firm  commitment 
shall  be  accompanied  by  the  payment 
of  an  application  fee  of  $1.50  per  thou¬ 
sand  dollars  of  the  amount  of  the  loan 
applied  for,  if  such  fee  has  not  be^ 
previously  submitted.  A  commitment  fee, 
in  an  amount  which,  when  added  to  the 
application  fee,  will  aggregate  $3  per 
thousand  dollars  of  the  loan  applied  for, 
shall  also  be  submitted  with  the  applica¬ 
tion  for  a  firm  commitment. 

§  241.15  Commitments. 

(a)  Conditional  commitment.  The  is¬ 
suance  of  a  conditional  commitment  in¬ 
dicates  completion  of  the  Commissioner’s 
preliminary  analysis  of  the  project  and 
constitutes  an  agreement  by  Com¬ 
missioner,  subject  to  specified  terms  and 
conditions,  to  accept  an  application  for 
a  firm  commitment. 
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(b)  Firm  commitment.  The  issuance 
of  a  firm  commitment  indicates  the 
Commissioner’s  approval  of  the  applica¬ 
tion  for  insurance  and  sets  forth  the 
terms  and  conditions  upon  which  the 
loan  will  be  insured. 

(c)  Types  of  firm  commitment.  The 
firm  commitment  may  provide  for  the 
insurance  of  advances  of  loan  money 
made  during  construct.on  or  may  provide 
for  the  insurance  of  the  loan  after  com¬ 
pletion  of  the  improvements. 

(d)  Term  of  commitment.  (1)  A  con¬ 
ditional  commitment  shall  be  effective 
for  whatever  term  is  specified  in  the  text 
of  the  commitment. 

(2)  A  firm  commitment  to  insure  ad¬ 
vances  shall  be  effective  for  a  period  of 
not  more  than  180  days  from  the  date 
of  Issuance. 

(3)  A  firm  commitment  to  insure  upon 
completion  shall  be  effective  for  a  desig¬ 
nated  term  within  which  the  borrower  is 
required  to  begin  construction,  and  if 
construction  is  begun  as  required,  the 
commitment  shall  be  effective  for  such 
additional  period,  estimated  by  the 
Commissioner,  as  will  allow  for  comple¬ 
tion  of  construction. 

(4)  The  term  of  either  a  conditional 
or  firm  commitment  may  be  extended  in 
such  manner  as  the  Commissioner  may 
prescribe. 

(e)  Reopening  of  expired  commit¬ 
ments.  An  expired  conditional  or  firm 
commitment  may  be  reopened  if  a  re¬ 
quest  for  reopening  is  received  by  the 
Commissioner  within  90  days  of  the  ex¬ 
piration  of  the  commitment.  The  re¬ 
opening  request  shall  be  accompanied 
by  a  fee  of  50  cents  per  thousand  dollars 
of  the  amount  of  the  expired  commit¬ 
ment.  If  the  reopening  request  is  not 
received  by  the  Commissioner  within  the 
required  90-day  period,  a  new  applica¬ 
tion,  accompanied  by  the  required  ap¬ 
plication  and  commitment  fee,  must  be 
submitted. 

§241.20  Inspection  fee. 

The  firm  commitment  may  provide  for 
the  payment  of  an  inspection  fee  in  an 
amount  not  to  exceed  $5  per  thousand 
dollars  of  the  commitment.  If  an  inspec¬ 
tion  fee  is  required,  it  shall  be  paid  as 
follows: 

(a)  If  the  case  involves  the  Insurance 
of  advances,  it  shall  be  paid  at  the  time 
of  initial  endorsement. 

(b)  If  the  case  involves  Insurance  upon 
completion,  it  shall  be  paid  prior  to  the 
date  construction  is  begun. 

§241.25  Fees  on  increases. 

(a)  Increase  in  firm  commitment  prior 
to  endorsement.  An  application,  filed 
prior  to  initial  endorsement  (or  prior  to 
endorsement  in  a  case  involving  insur¬ 
ance  upon  completion),  for  an  increase 
in  tlie  amount  of  an  outstanding  firm 
commitment  shall  be  accompanied  by  a 
combined  additional  application  and 
commitment  fee.  This  combined  addi¬ 
tional  fee  shall  be  in  an  amount  which 
will  aggregate  $3  per  thousand  dollars 
of  the  amoimt  of  the  requested  increase. 
If  an  inspection  fee  was  required  in  the 
original  commitment,  an  additional  in¬ 


spection  fee  shall  be  paid  in  an  amount 
computed  at  the  same  dollar  rate  per 
thousand  dollars  of  the  amount  of  in¬ 
crease  in  commitment  as  was  used  for 
the  inspection  fee  required  in  the  original 
commitment.  When  Insurance  of  ad¬ 
vances  is  involved,  the  additional  in¬ 
spection  fee  shall  be  paid  at  the  time  of 
Initial  endorsement.  When  insurance 
upon  completion  is  Involved,  the  addi¬ 
tional  inspection  fee  shall  be  paid  prior 
to  the  date  construction  is  begun  or  if 
construction  has  begun,  it  shall  be  paid 
with  the  application  for  increase. 

(b)  Increase  in  loan  between  initial 
and  final  endorsement.  Upon  an  appli- 
ca^on,  filed  between  initial  and  final  en¬ 
dorsement,  for  an  increase  in  the  amount 
of  the  loan,  either  by  amendment  or  by 
substitution  of  a  new  loan,  a  combined 
additional  application  and  commitment 
fee  shall  accompany  the  application. 
'This  combined  additional  fee  shall  be  in 
an  amount  which  wall  aggregate  $3  per 
thousand  dollars  of  the  amount  of  the 
increase  requested.  If  an  inspection  fee 
was  required  in  the  original  commitment, 
an  additional  inspection  fee  shall  accom¬ 
pany  the  application  in  tin  amoimt  not 
to  exceed  $5  per  thousand  dollars  of  the 
amount  of  the  increase  requested. 

§  241.30  Refund  of  fees. 

If  the  amount  of  the  commitment  is¬ 
sued  or  increase  in  loan  granted  is  less 
than  the  amount  applied  for,  the  Com¬ 
missioner  shall  refund  the  excess  amount 
of  the  application  and  commitment  fees 
submitted  by  the  applicant.  If  an  appli¬ 
cation  is  rejected  before  it  is  assigned  for 
processing,  or  in  such  other  instances  as 
the  Commissioner  may  determine,  the 
entire  application  and  commitment  fees 
or  any  portion  thereof  may  be  returned 
to  the  applicant.  Commitment,  inspec¬ 
tion,  and  reopening  fees  may  be  re¬ 
funded.  in  whole  or  in  part,  if  it  is  deter¬ 
mined  by  the  Commissioner  that  there  is 
a  lack  of  need  for  the  housing  or  that 
the  construction  of  financing  of  the 
project  has  been  prevented  because  of 
condemnation  proceedings  or  other  legal 
action  taken  by  governmental  body  or 
public  agency,  or  in  such  other  in¬ 
stances  as  the  CTommissioner  may  deter¬ 
mine.  A  transfer  fee  may  be  refunded 
only  in  such  instances  as  the  Commis¬ 
sioner  may  determine. 

§  241.35  Charges  l»y  lender. 

(a)  The  lender  may  collect  from  the 
borrower  the  amount  of  the  fees  pro¬ 
vided  for  by  this  subpart. 

(b)  The  lender  may  also  collect  from 
the  borrower  an  initial  service  charge,  as 
reimbursement  for  the  cost  of  closing  the 
transaction,  in  an  amount  not  to  exceed 
the  following: 

(1)  Two  percent  of  the  original  prin¬ 
cipal  amoimt  of  the  loan  in  all  cases 
except  where  the  loan  proceeds  are  to 
be  used  only  for  the  purchase  of  equip¬ 
ment  for  a  nursing  home  or  group  prac¬ 
tice  facility, 

(2)  One-half  of  1  percent  of  the  orig¬ 
inal  principal  amount  of  the  loan  where 
the  loan  proceeds  are  to  be  used  only 
for  the  purchase  of  equipment  for  a 
nursing  home  or  group  practice  facility. 
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(c)  Any  charges  to  be  collected  by  the 
lender  In  addition  to  those  prescribed  in 
paragraphs  (a)  and  (b)  of  this  section, 
shall  be  subject  to  the  prior  approval 
of  the  Comniissioner. 

§  241.40  Eligible  lenders. 

Lenders  meeting  the  applicable  eligi¬ 
bility  qualifications  and  requirements 
contained  in  §§  203.1-203.4  or  203.6  of 
this  chapter  shall  be  eligible  for  insur¬ 
ance  of  project  Improvement  loans  imder 
this  subpait. 

g  241.45  Note  and  security  form. 

The  lender  shall  present  for  insurance 
a  note  and  security  Instrument  on  forms 
approved  by  the  Commisisoner  for  use  in 
the  Jurisdiction  in  which  the  property  to 
be  improved  is  located. 

§  241.55  Method  of  loan  payment. 

The  loan  shall  provide  for  monthly 
payments  on  the  first  day  of  each  month 
on  account  of  Interest  and  principal  and 
shall  provide  for  payments  in  accordance 
with  the  amortization  plan  as  agreed 
upon  by  the  borrower,  the  lender,  and  the 
Commissioner. 

§  241.60  Date  of  first  payment  to  prin¬ 
cipal. 

The  Commissioner  shall  estimate  the 
time  necessary  to  complete  the  improve¬ 
ments  to  the  project  and  shall  establish 
the  date  of  the  first  pa3mient  to  principal. 

§  241.65  Maturity. 

The  loan  shall  have  a  maturity  satis¬ 
factory  to  the  Commissioner  but  not  to 
exceed  the  remaining  term  of  the  Insured 
mortgage. 

§  241.70  Maxiniiini  loan  amount. 

(a)  Where  the  project  is  covered  by 
an  Insured  mortgage,  the  principal 
amount  of  the  loan  shall  not  exceed  the 
lesser  of  the  following: 

(1)  Ninety  percent  of  the  Commis¬ 
sioner’s  estimate  of  the  value  of  the  im¬ 
provements,  additions,  or  equipment. 

(2)  An  amoxmt  which,  when  added  to 
any  outstanding  Indebtedness  relating  to 
the  property,  does  not  exceed  the  maxi¬ 
mum  mortgage  amoxmt  Insurable  under 
the  section  or  title  pursuant  to  which  the 
mortgage  covering  such  project  or  facility 
Is  Insured. 

(b)  Where  the  project  is  covered  by 
a  mortgage  held  by  the  Secretary,  the 
principal  amoxmt  of  the  loan  shall  be  in 
an  amoxmt  acceptable  to  the  Secretary. 

§  241.75  Maximum  interest  rule. 

The  loan  shall  bear  Interest  at  the  rate 
agreed  upon  by  the  lender  and  the  bor¬ 
rower,  which  rate  shall  not  exceed  7  per¬ 
cent,  except  that  where  a  letter  inviting 
submission  of  an  application  for  com¬ 
mitment  was  issued  by  the  Secretary  be¬ 
fore  February  18,  1971,  or  an  application 
for  commitment  was  received  by  the  Sec¬ 
retary  before  February  18,  1971,  the  loan 
may  bear  interest  at  the  maximxim  rate 
in  effect  at  the  time  of  Issuance  of  the 
letter  or  receipt  of  the  application.  Inter¬ 
est  shall  be  payable  In  monthly  install¬ 
ments  on  the  principal  then  outstanding. 
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§241.80  Eligibility  of  title. 

In  order  for  the  mortgaged  property  to 
be  eligible  for  insurance,  the  Commis¬ 
sioner  shall  determine  that  the  title  to 
the  property  is  vested  in  the  borrower  as 
of  the  date  the  security  instrument  is 
filed  for  record.  The  title  evidence  will 
be  examined  by  the  Commissioner  and 
the  endorsement  of  the  credit  instrxunent 
for  insurance  shall  be  evidence  of  its 
acceptability. 

§241.85  Title  evidence. 

(a)  Upon  insurance  of  the  loan,  the 
lender  shall  furnish  to  the  Commissioner 
a  survey,  satisfactory  to  the  Commis¬ 
sioner,  and  a  policy  of  title  insxirance  as 
proxdded  in  subparagraph  (1)  of  this 
paragraph.  If  the  lender  is  xmable  to 
fxmnlsh  such  policy  for  reasons  satisfac¬ 
tory  to  the  Commissioner,  the  lender 
shall  fximish  such  evidence  of  title  as 
provided  in  subparagraph  (2),  (3),  or 
(4)  of  this  paragraph  as  the  Commis¬ 
sioner  may  reqxiire.  Any  sxirvey,  policy  of 
title  insurance,  or  evidence  of  title  re¬ 
quired  xmder  this  section  shall  be  fur¬ 
nished  without  expense  to  the  Commis¬ 
sioner.  The  acceptable  types  of  title 
evidence  are: 

(1)  A  policy  of  title  insurance  Issued 
by  a  company  satisfactory  to  the  Com¬ 
missioner.  Such  policy  sh£dl  comply  xvith 
the  “L.I.C.  Standard  Mortgage  Form”, 
or  the  “ATA  Standard  Mortgage  Form”, 
or  such  other  form  as  may  be  approved 
by  the  Commissioner;  shall  name  the 
lender  and  the  Secretary  of  Hoxising  and 
Urban  Development,  as  their  respective 
Interests  may  appear,  as  the  insxired;  and 
shall  become  an  owner’s  policy,  rxmnlng 
to  the  lender  as  owner  upon  its  acquisi¬ 
tion  of  the  property  in  extingxiishment  of 
the  debt,  and  to  the  Secretary  as  owner 
upon  his  acqxilsition  of  the  property  pxir- 
suant  to  the  loan-  insurance  contract. 

(2)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  individual  engaged  in 
the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion  sat¬ 
isfactory  to  the  Commissioner,  as  to  the 
quality  of  such  title,  signed  by  an  at¬ 
torney  at  law  experienced  in  the  exami¬ 
nation  of  titles. 

(3)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(4)  Evidence  of  title  conforming  to  the 
standards  of  a  supervising  branch  of  the 
Government  of  the  United  States  of 
America,  or  of  any  State  or  territory 
thereof. 

(b)  The  sxirvey  required  by  paragraph 
(a)  of  this  section  need  not  be  fximlshed 
in  connection  with  a  project  involxdng  re¬ 
habilitation  where  the  loan  does  not  ex¬ 
ceed  $200,000. 

§  241.90  Acruniulation  of  next  pre¬ 
mium. 

The  security  Instalment  shall  provide 
for  payments  by  the  borrower  to  the 
lender  on  each  Interest  payment  date  of 
an  amount  sufQcient  to  accumulate  in  the 
hands  of  the  lender  one  payment  period 
prior  to  Its  due  date  the  next  annual 
Insurance  premium  payable  by  the  lender 


to  the  Commissioner.  Such  payments 
shall  continue  only  as  long  as  the  con¬ 
tract  of  insurance  remains  in  effect. 

§  241.95  Application  of  payments. 

(a)  The  security  instrument  shall  pro¬ 
vide  that  all  monthly  pa3ntnent8  to  be 
made  by  the  borrower  shall  be  added  to¬ 
gether  and  the  aggregate  amount  shall  be 
paid  by  the  borrower  upon  each  monthly 
payment  date  in  a  single  payment.  The 
lender  shall  apply  the  payment  in  the 
following  order: 

(1)  Premlxun  charges  xmder  the  con¬ 
tract  of  Insurance. 

(2)  Interest  on  the  loan. 

(3)  Amortization  of  the  principal  of 
the  loan. 

(b)  Any  deficiency  in  the  amoxmt  of 
any  monthly  payments  reqxfired  xmder 
paraerraph  (a)  of  this  section  shall  con¬ 
stitute  a  defaxilt.  The  security  instalment 
shall  provide  for  a  grace  period  of  30 
days  xi^thln  which  time  the  default  must 
be  cxxred. 

§  241.100  Prepayment  privilege  and 
charge. 

(a)  Prepayment  privilege.  (1)  Tlie 
security  instrument  shall  contain  the 
following  provisions: 

(1)  A  provision  permitting  prepay¬ 
ment  of  the  loan  in  whole  or  in  part  upon 
any  interest  payment  date  after  giving 
to  the  lender  30  days  advance  written 
notice. 

(ii)  A  provision  reqxiiring  fxill  prepay¬ 
ment  of  the  loan  in  the  event  the  insured 
mortgage  or  the  mortgage  held  by  the 
Secretary  is  paid  in  full  prior  to  matu¬ 
rity,  xmless  the  borrower  submits  to  such 
regulation  or  restriction  as  the  Commis¬ 
sioner  may  require. 

(2)  If  the  loan  exceeds  $200,000,  it 
may  contain  a  provision  for  such  charge 
in  the  event  of  prepayment  of  principal 
as  may  be  agreed  upon  between  the  bor¬ 
rower  and  lender.  The  borrower  shall 
be  permitted  to  prepay  up  to  15  percent 
of  the  original  principal  amoxmt  of  the 
loan  in  any  one  calendar  year  without 
any  additional  charge.  A  provision  for 
a  charge  in  the  event  of  prepayment  may 
not  be  included  in  a  loan  of  $200,000  or 
less. 

(b)  Prepayment  under  cost  certifica¬ 
tion.  Any  reduction  in  the  original  prin¬ 
cipal  amount  of  the  loan  resulting  from 
the  cost  certification  reqxxlrements  of 
S  241.155  or  S  241.160  shall  not  be  con¬ 
strued  as  a  prepayment  of  the  mortgage 
permitting  the  imposition  of  any  penalty 
or  charge. 

§  241.105  Lute  rhnrge. 

The  note  and  security  instrument  may 
proxdde  lor  the  lender’s  collection  of  a 
late  charge,  not  to  exceed  2  cents  for 
each  dollar  of  each  pa3mient  to  Interest 
or  principal  more  than  15  days  in 
arrears,  to  cover  the  expense  Involved  in 
handling  delinquent  payments.  Late 
charges  shall  be  separately  charged  to 
and  collected  from  the  borrower  and 
shall  not  be  deducted  from  any  aggregate 
monthly  payment. 
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§  241.110  Certificate  of  use  for  transient 
or  hotel  purposes. 

(a)  The  borrower  shall  certify  under 
oath,  that  so  long  as  the  loan  is  Insm^ 
or  held  by  the  Commissioner,  the  bor¬ 
rower  will  not  rent,  permit  the  rental,  or 
permit  the  offering  for  rental  of  the 
housing,  or  any  part  thereof,  covered  by 
such  loan  for  transient  or  hotel  ptirposes. 
For  the  purpose  of  this  certificate,  the 
term  rental  for  transient  or  hotel  pur¬ 
poses  shall  mean: 

(1)  Rental  for  any  period  less  than  30 
days;  or 

(2)  Any  rental  which'  includes  the 
provision  of  customary  hotel  services 
such  as  room  service  for  food  and 
beverages,  maid  service,  furnishing  and 
laimdering  of  linens  and  bellboy  service. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  apply  in  the 
following  instances: 

(1)  In  connection  with  a  housing  for 
the  elderly  project  covered  by  a  mortgage 
insured  under  the  provisions  of  §S  231.1 
et  seq.  of  this  chapter  or  by  a  mortgage 
held  by  the  Secretary. 

(2)  In  connection  with  a  nursing  home 
covered  by  a  mortgage  insured  under  the 
provisions  of  §§  232.1  et  seq.  of  this 
chapter  or  by  a  mortgage  held  by  the 
Secretary. 

(3)  In  connection  with  a  group  prac¬ 
tice  facility  covered  by  a  mortgage  in¬ 
sured  under  the  provisions  of  §S  1100.1 
et  seq.  of  this  chapter  or  by  a  mortgage 
held  by  the  Secretary. 

§241.11!)  Zoning,  dred  or  builtling  re* 
»itrirlions. 

The  project  when  improved  shall  not 
violate  any  material  zoning  or  deed  re¬ 
strictions  applicable  to  the  project 
site,  and  shall  comply  with  all  appli¬ 
cable  building  and  other  governmental 
regulations. 

§  241.120  Certificate  of  nondiscrimina¬ 
tion  by  borrower. 

The  borrower  shall  certify  to  the  Com¬ 
missioner  as  to  each  of  the  following 
points: 

(a)  That  neither  he  (it),  nor  anyone 
authorized  to  act  for  him  (it) ,  will  refuse 
to  sell  or  rent,  after  the  making  of  a 
bona  fide  offer,  or  refuse  to  negotiate  for 
the  sale  or  rented  of.  or  otherwise  make 
unavailable  or  deny  the  property  covered 
by  the  security  instrument  to  any  person 
because  of  race,  color,  religion,  or  na¬ 
tional  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color,  re¬ 
ligion,  or  national  origin  is  recognized  as 
being  illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
(jeneral  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

§211.123  I’sc  of  loan  proceeds. 

The  proceeds  of  the  loan  shall  be  used 
only  to  finance  improvements  or  addi¬ 
tions  to  a  multifamily  project  or  group 
practice  facility  which  is  subject  to  a 
mortgage  insured  under  any  section  or 


title  of  the  Act  or  covered  by  a  mortgage 
held  by  the  Secretary.  The  proceeds  of 
a  loan  involving  a  nursing  home  or  a 
group  practice  facility  may  also  be  used 
to  purchase  equipment  to  be  used  in 
the  operation  of  such  nursing  home  or 
facility. 

§  241.130  Superv  ision  by  Commissioner. 

The  Commissioner  may  regulate  and 
restrict  the  borrower  as  long  as  the  Com¬ 
missioner  is  the  insmer,  holder  or 
reinsurer  of  the  loan.  Such  regulation 
or  restriction  may  be  in  the  form  of  a 
regulatory  agreement,  corporate  charter 
or  such  other  means  as  the  Commis¬ 
sioner  approves. 

§241.135  Building  loan  agreement. 

When  advances  of  loan  proceeds  dur¬ 
ing  the  construction  of  the  improve¬ 
ments  are  to  be  Insured,  the  borrower 
and  lender  shall,  prior  to  the  initial  en¬ 
dorsement  of  the  note  for  Insurance,  ex¬ 
ecute  a  building  loan  agreement  approved 
by  the  Commissioner  and  setting  forth 
the  terms  and  conditions  on  which  prog¬ 
ress  payments  may  be  advanced  during 
construction. 

§  211.1  10  As^uraiiro  of  romplclion. 

(a)  The  borrower  shall  furnish  assur¬ 
ance  of  completion  of  the  improvements 
to  the  project,  in  the  form  of  a  personal 
indemnity  agreement,  a  surety  company 
bond  or  bonds,  a  cash  escrow  deposit,  a 
letter  of  credit,  or  an  agreement  con¬ 
trolling  the  disbursement  of  construction 
funds  coupled  with  a  guaranty  of  per¬ 
formance  of  the  construction  contract, 
as  required  by  the  Commissioner.  No 
assurance  of  completion  shall  be  required 
in  cases  not  involving  insurance  of  ad¬ 
vances,  if  the  Commissioner  determines 
that  the  work  involved  in  the  proposed 
improvements,  additions,  or  equipment 
installation  does  not  endanger  the  exist¬ 
ing  structure  and  will  not  significantly 
interfere  with  its  use  during  such  work. 
The  personal  indemnity  agreement  and 
the  bonds  shall  be  on  forms  approved 
by  the  Commissioner.  The  surety  com¬ 
pany  executing  a  bond  must  be  satisfac¬ 
tory  to  the  Commissioner.  Where  a  cash 
escrow  deposit  is  used,  it  shall  be  estab¬ 
lished  under  an  agreement  with  the 
lender  or  with  a  depository  satisfactory 
to  the  lender  and  the  Commissioner 
and  shall  involve  cash  or  securities  of, 
or  fully  guaranteed  as  to  principal  and 
interest  by,  the  United  States  of  America, 
Where  an  agreement  controlling  the  dis¬ 
bursement  of  funds  coupled  with  a  guar¬ 
anty  of  performance  of  the  construction 
contract  is  used,  the  agreement  shall 
contain  terms  satisfactory  to  the  Com¬ 
missioner.  The  types  of  assurance  to 
be  furnished  are  as  follows: 

(1)  Where  tlie  estimated  cost  of  the 
improvements  is  $500,000  or  less  and  as¬ 
surance  is  required,  it  may  be  in  the 
form  of  a  personal  indemnity  agreement 
executed  by  the  principal  offleprs,  direc¬ 
tors,  stockholders,  or  partners  or  indi¬ 
viduals  operating  as  the  general  con¬ 
tractor. 

(2)  Wliere  the  estimated  cost  of  the 
improvements  is  more  than  $500,000  or 


where  such  cost  is  less  than  $500,000  and 
a  personal  indemnity  agreement  is  not 
executed,  assurance  (if  required),  may 
be  by  a  surety  company  bond  or  bonds, 
a  cash  escrow  deposit,  a  letter  of  credit, 
or  an  agreement  controlling  the  dis¬ 
bursement  of  construction  funds  coupled 
with  a  guaranty  of  performance  of  the 
construction  contract,  the  amount  of 
which  shall  be  prescribed  by  the 
Commissioner. 

(b)  The  lender  may  accept,  in  lieu  of 
a  cash  deposit  required  by  paragraph  (a> 
of  this  section,  an  unconditional  irrevo¬ 
cable  letter  of  credit  issued  to  the  lender 
by  a  banking  institution.  In  the  event 
a  demand  under  the  letter  of  credit  is 
not  immediately  met.  the  lender  shall 
forthwith  provide  cash  equivalent  to  the 
imdrawn  balance  thereunder. 

§241.145  Labor  requirenionlK. 

All  of  the  labor  standards  and  prevail¬ 
ing  wage  requirements  which  were  ap¬ 
plicable  to  the  insurance  of  the  existing 
project  mortgage,  or  pursuant  to  which 
the  original  project  mortgage  was  in¬ 
sured,  shall  also  be  complied  with  in 
connection  with  the  loan  insured  under 
this  section. 

§  241.150  Discrimination  prohibited. 

Any  contract  or  subcontract  for  the 
construction  of  improvements  to  the 
project  shall  provide  that  there  shall  be 
no  discrimination  against  any  employee 
or  applicant  for  employment  becaus'^  of 
race,  color,  creed  or  national  origin. 

§  241.155  Cost  certi Oration  require* 
ments;  loans  $200,000  or  less. 

When  the  principal  amount  of  the  loan 
is  $200,000  or  less,  the  following  provi¬ 
sions  shall  apply: 

(a)  Certification  agreement.  The 
lender  shall  submit  with  the  application 
an  agreement  on  a  form  prescribed  by 
the  Commissioner  and  executed  by  the 
borrower  and  the  lender,  in  which: 

(1)  The  borrower  agrees  to  execute, 
upon  completion  of  the  improvements,  a 
certificate  of  the  actual  cost  of  the 
Improvements. 

(2)  The  borrower  and  the  lender  agree 
that  if  the  actual  cost  of  the  improve¬ 
ments  is  less  than  the  amount  authorized 
in  the  commitment,  the  amount  of  the 
loan  shall  not  exceed  the  applicable  per¬ 
centage  of  the  actual  cost  of  the  improve¬ 
ments,  and  that  the  amoimt  of  the  loan 
shall  be  further  adjusted  to  the  lowest 
$50  multiple  where  the  amount  is  not 
in  excess  of  $10,000,  or  adjusted  to  the 
lowest  $100  multiple  where  the  amount 
exceeds  $10,000. 

(b)  Certificate  and  adjustment.  No 
loan  shall  be  insured  imless: 

(1)  The  required  certification  of  ac¬ 
tual  cost  is  made  by  the  borrower;  and 

(2)  The  amount  of  the  loan  is  ad¬ 
justed  to  refiect  the  actual  cost  of  the 
improvements. 

(c)  Cost  computation.  The  term  “ac¬ 
tual  cost  of  the  improvements”  shall 
mean  the  borrower’s  cost  of  the  improve¬ 
ments,  after  deducting  the  amoimt  of 
any  kickbacks,  rebates,  or  trade  discoimts 
received  in  connection  with  the  improve¬ 
ments,  and  including: 
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(1)  The  amounts  paid  under  any  con¬ 
tract  for  the  improvements,  labor  and 
materials,  and  for  any  other  items  of  ex¬ 
pense  approved  by  the  Commissioner: 
and 

(2)  A  reasonable  allowance  for  con¬ 
tractor’s  profit,  in  an  amount  approved 
by  the  Commissioner,  where  the  Com¬ 
missioner  determines  that  there  is  an 
identity  of  interest  between  the  borrower 
and  the  contractor. 

§  211.160  Cost  certification  require¬ 
ments  ;  loans  over  $200,000. 

When  the  principal  amount  of  the 
loan  is  over  $200,000,  the  following  pro¬ 
visions  shall  apply:  % 

(a)  Certification  of  cost  requirements. 
Prior  to  Initial  endorsement  of  the  loan 
for  insurance,  the  borrower,  the  lender 
and  the  Commissioner  shall  enter  into 
an  agreement  approved  by  the  Commis¬ 
sioner  for  the  purpose  of  precluding  any 
excess  of  loan  proceeds  over  the  actual 
cost  of  the  Improvements  to  the  project. 
Under  this  agreement,  the  borrower  shall 
agree  to: 

(1)  Disclose  its  relationship  with  the 
builder,  including  any  collateral  agree¬ 
ment,  and  with  subcontractors,  material 
suppliers,  and  equipment  lessors; 

(2)  Enter  into  a  construction  contract, 
the  terms  of  which  shall  depend  on 
whether  or  not  there  exists  an  Identity 
of  Interest  between  the  borrower  and 
the  builder; 

(3)  Execute  a  certificate  of  actual 
costs  upon  completion  of  the  improve¬ 
ments;  and 

(4)  Apply  any  excess  of  loan  proceeds 
over  the  borrower’s  actual  cost  of  the 
Improvements  In  reduction  of  the  out¬ 
standing  balance  of  the  principal  of  the 
loan. 

(b)  Form  of  contract.  ’Die  form  of 
contract  between  the  borrower  and  the 
builder  shall  be  in  accordance  with  the 
following: 

(1)  Lump  sum  contract.  K  the  Com¬ 
missioner  determines  that  there  is  no 
identity  of  interest  between  the  borrower 
or  any  of  the  officers,  directors  or  stock¬ 
holders  of  the  borrower  and  the  builder 
or  contractor,  there  may  be  used  a  lump 
sum  contract  providing  for  pajrment  of 
a  specified  amount. 

(2)  Cost  plus  fixed  fee  contract.  (1)  If 
the  Commissioner  determines  that  there 
is  any  identity  of  Interest  (financial  or 
otherwise)  between  the  borrower,  its  of¬ 
ficers,  directors  or  stockholders  and  the 
builder  or  contractor,  the  form  of  con¬ 
tract  shall  provide  for  payment  of  the 
actual  cost  of  construction  not  to  exceed 
an  upset  price  and  may  provide  for  pay¬ 
ment  of  a  builder’s  fixed  fee  not  exceed¬ 
ing  a  reasonable  allowance  as  established 
by  the  Commissioner  in  accordance  with 
customary  practices  in  the  area. 

(ii)  In  any  case  where  the  borrower 
is  a  nonprofit  entity,  a  cost  plus  fixed 
fee  contract  shall  be  used  unless  it  is 
established  to  the  Commissioner’s  satis¬ 
faction  that  such  form  of  contract  is  not 
required  to  protect  his  interests  and  the 
interests  of  the  borrower,  in  which  case, 
a  lump  sum  form  of  contract  may  be 
used. 


(c)  Certificates  as  to  subcontracts.  If 
the  Commissioner  determines  that  there 
is  any  identity  of  interest  (financial  or 
otherwise)  between  the  borrower,  its  of¬ 
ficers,  directors  or  stockholders  and  any 
subcontractor,  material  supplier,  or 
equipment  lessor,  the  borrower  shall  cer¬ 
tify  in  form  prescribed  by  the  Commis¬ 
sioner,  prior  to  final  endorsement  of  the 
loan  for  insurance,  that  the  amounts 
paid  to  such  subcontractor,  material  sup¬ 
plier,  or  equipment  lessor,  were  not  more 
than  the  rate  prevailing  in  the  locality 
for  similar  work,  materials,  and  equip¬ 
ment. 

(d)  Certificate  of  actual  cost.  'The  bor¬ 
rower’s  certificate  of  actual  cost,  in  form 
prescribed  by  the  Commissioner,  shall  be 
submitted  upon  completion  of  the  physi¬ 
cal  improvements  to  the  satisfaction  of 
the  Commissioner  and  prior  to  final  en¬ 
dorsement  and  shall  show  the  actual  cost 
to  the  borrower  of : 

(1)  The  construction  contract,  includ¬ 
ing  all  costs  of  construction  under  a  lump 
sum  contract,  after  deduction  of  any 
kickbacks,  rebates,  trade  discounts,  or 
other  similar  payments  to  the  borrower 
corporation,  or  to  any  of  its  officers,  di¬ 
rectors  or  stockholders. 

(2)  Architect’s  fees; 

(3)  Off-site  public  utilities  and  streets 
not  included  in  the  general  contract: 

(4)  Organizational  and  legal  work; 
and 

(5)  Other  items  of  expense  approved 
by  the  Commissioner. 

(e)  Cost  plus  fixed  fee  contract — addi¬ 
tional  certification.  When  the  work  has 
been  completed  under  a  cost  plus  fixed 
fee  contract,  the  borrower’s  certification 
shall  also  show: 

(1)  Allocations  of  general  overhead 
items  as  are  acceptable  to  the  Commis¬ 
sioner;  and 

(2)  A  reasonable  allowance  for  the 
builder’s  profit  as  established  by  the 
Commissioner. 

(f)  Contractor's  certification — cost 
plus  fixed  fee  contract.  A  contractor  re¬ 
ceiving  a  cost  plus  fixed  fee  contract  shall 
certify  in  form  prescribed  by  the  Com¬ 
missioner  as  to  all  actual  costs  paid  for 
labor,  materials,  and  subcontract  work 
under  the  general  contract.  Such  ceiijfi- 
cation  shall  take  into  consideration  any 
kickbacks,  rebates,  trade  discounts,  or 
other  similar  payments  to  the  builder  or 
borrower  corporation  or  any  of  its  offi¬ 
cers,  directors  or  stockholders. 

(g)  Adjustment  resulting  from  cost 
certification.  If  the  principal  obligation 
of  the  loan  exceeds  the  applicable  per¬ 
centage  of  the  borrower’s  actual  cost  of 
the  improvement,  the  loan  shall  be  re¬ 
duced  by  the  amount  of  such  excess  prior 
to  the  final  endorsement  for  Instance. 

(h)  Certificate  of  public  accountant. 
Each  certificate  of  actual  cost  shall  be 
supported  by  a  certificate  as  to  accuracy 
by  an  independent  Certified  Public  Ac¬ 
countant  or  Independent  public  accoimt- 
ant  which  shall  Include  a  statement  that 
the  accoimts,  records  and  supporting 
documents  have  been  examined  in  ac¬ 
cordance  with  generally  accepted  audit¬ 
ing  standards  to  the  extent  deemed  nec¬ 
essary  to  verify  the  actual  costs. 


§  2-11.219  EfTert  of  amendments. 

’The  regulations  in  this  subpart  may 
be  amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of  in¬ 
surance  on  any  mortgage  or  loan  already 
insured  and  shall  not  adversely  affect 
the  interests  of  a  mortgagee  or  lender  on 
any  mortgage  or  loan  to  be  Insured  on 
which  the  Commissioner  has  made  a 
commitment  to  insure. 

Subpart  B — Contract  Rights  and 
Obligations 

§  2-11.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  B. 
Part  207  of  this  chapter,  covering  mort¬ 
gages  Insured  under  section  207  of  the 
National  Housing  Act,  apply  with  full 
force  and  effect  to  multifamily  project 
and  group  practice  facility  mortgages  in¬ 
sured  under  section  241  of  the  National 
Housing  Act,  except  the  following  pro¬ 
visions: 

Sec. 

207.251  Definitions. 

207.253  Adjusted  premium  and  termination 
charges. 

207.253a  Termination  of  Insurance  contract. 
207.260  Protection  of  mortgage  security. 
207.262  No  vested  right  In  fund. 

(b)  For  the  purposes  of  this  subpart, 
the  terms  “mortgagor,”  “mortgagee”  and 
“mortgage,”  as  used  in  Subpart  B,  Part 
207  of  this  chapter  shall  be  construed  to 
mean  “borrower,”  “lender”  and  “sup¬ 
plementary  loan  (including  the  security 
instrument),”  respectively, 

§  211.260  Definilion.s. 

All  of  the  definitions  contained  in 
§  241.1  shall  apply  to  this  subpart.  In 
addition,  the  term  “contract  of  insur¬ 
ance”,  as  used  in  this  subpart,  means  the 
agreement  evidenced  by  endorsement  of 
the  credit  Instrument  by  the  Commis¬ 
sioner  or  his  duly  authorized  representa¬ 
tive,  and  Includes  the  provisions  of  this 
subpart  and  of  the  National  Housing 
Act. 

§  2-11.265  Termination  of  insuranre. 

(a)  Prepayment  in  full.  'The  contract 
of  insurance  shall  be  terminated  if  a  sup¬ 
plementary  loan  Is  paid  in  full  prior  to 
its  maturity.  Notice  of  the  prepayment 
shall  be  given  to  the  Commissioner,  on 
a  form  pre.scribed  by  the  Commissioner, 
within  30  days  from  the  date  of  the  pre¬ 
payment.  The  insurance  termination 
shall  become  effective  as  of  the  date  of 
the  prepayment.  No  adjusted  premium 
charge  shall  be  due  the  Commissioner  in 
connection  v.'ith  such  prepaymient. 

(b)  Voluntary  termination.  The  con¬ 
tract  of  insurance  shall  be  terminated 
upon  receipt  by  the  Commissioner  of  a 
written  request,  on  a  form  prescribed  by 
the  Commi.ssloner,  by  the  lender  and  the 
borrower  for  such  termination.  With 
such  request,  the  lender  shall  (1)  submit 
the  original  credit  Instrument  for  can¬ 
cellation  of  the  Insurance  endorsement, 
and  (2)  remit  all  sums  to  which  the  Com¬ 
missioner  is  entitled.  ’The  termination 
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shall  become  effective  as  of  the  date 
these  requlr^ents  are  met.  No  termina¬ 
tion  charge  shall  be  due  the  Commis¬ 
sioner  in  connection  with  such 
termination. 

§  241.270  Refund  upon  termination  of 
insurance. 

Upon  termination  of  the  insurance 
contract  by  pasonent  in  full  or  by  volim- 
tary  termination,  the  Commissioner  shall 
refimd  to  the  lender  for  the  accoimt  of 
the  borrower  an  amount  equal  to  the 
pro  rata  portion  of  the  current  annual 
loan  insurance  premium  theretofore 
paid,  which  is  applicable  to  the  portion  of 
the  year  subsequent  to  (a)  the  date  of 
the  prepayment  or  (b)  the  effective  date 
of  the  volimtary  termination  of  the  con¬ 
tract  of  insurance. 

§  241.275  No  vested  right  in  fund. 

Neither  the  lender  nor  the  borrower 
shall  have  any  vested  or  other  right  in 
the  insurance  fund  under  which  the  loan 
is  insured. 

PART  242— MORTGAGE  INSURANCE 
FOR  HOSPITALS 

Subpart  A— Eligibility  Requirements 

Sec. 

242.1  Definitions. 

242.3  Applications. 

242.5  Certification  by  State  agency. 

242.7  Commitments. 

242.9  Inspection  fee. 

242.11  Fees  on  increases. 

242.13  Reopening  of  expired  commitments. 
242.17  Refund  of  fees. 

242.19  Maximum  fees  and  charges  by 
mortgagee. 

242.21  Eligible  hospitals. 

242.23  Eligible  mortgagors. 

242.25  Eligible  mortgagees. 

242.27  Maximiun  mortgage  amounts. 

242.29  Adjusted  and  reduced  mortgage 
amounts. 

242.31  Mortgage  form  and  disbursement  of 
mortgage  proceeds. 

242.33  Maximum  interest  rate. 

242.35  Maturity. 

242.37  Payment  requirements. 

242.39  Application  of  payments. 

242.41  Accumulation  of  accruals. 

242.43  Covenant  for  fire  insurance. 

242.45  Racial  restriction  covenant. 

242.47  Issuance  of  bonds  seciued  by  trust 
indenture. 

242.49  Mortgage  lien. 

242.51  Prepayment  privilege  and  prepay¬ 

ment  charges. 

242.52  Late  charge. 

242.53  Insured  advances — building  loan 

agreement. 

242.55  Funds  and  finances — deposits  and 
letters  of  credit.  * 

242.57  Funds  and  finances — insured  ad¬ 
vances — general  requirements. 
242.59  Funds  and  finances — offsite  utili¬ 
ties  and  streets. 

242.61  Funds  and  finances — insured  ad¬ 
vances — assurance  of  completion. 
242.63  Prevailing  wage  determination. 
242.65  Wage  certificates  and  payroll  rec¬ 
ords. 

242.67  Labor  standards. 

242.69  Construction  contracts. 

242.71  Ineligible  contractors. 

242.73  Discrimination  in  employment  pro¬ 
hibited. 

242.75  Supervision  of  mortgagor — form  of 
regulation. 

242.77  Supervision  of  mortgagor — ^mainte¬ 
nance  of  project. 


Sec. 

242.79  Supervision  of  mortgagor — ^books 
and  accounts. 

242.81  Supervision  of  mortgagor — inspec¬ 
tion  of  facilities  by  Commissioner. 
242.83  Supervision  of  mortgagor — nondis¬ 
crimination. 

242.85  Zoning,  deed  or  building  restric¬ 
tions. 

242.87  Property  requirements. 

242.89  Title  requirements. 

242.91  Title  evidence. 

242  93  Miscellaneous  mortgages — existing 
hospitals. 

242.94  Eligibility  of  mortgages  covering 

hospitals  in  certain  neighbor¬ 
hoods. 

242.95  Loans  to  cover  2-year  operating 

losses. 

242.249  Amendment  of  regulations. 

Subpart  fi— Contract  Rights  and  Obligations 
242.251  Incorporation  by  reference. 

242.260  Insurance  benefits. 

Authoeitt:  The  provisions  of  this  Part 
242  issued  under  sec.  211,  52  Stat.  23,  sec. 
242,  82  Stat.  599;  12  D.S.C.  1715b,  1715Z-7. 

Subpart  A — Eligibility  Requirements 

§  212.1  Definitions. 

As  used  in  this  subpart,  the  following 
terms  shall  have  the  meaning  indicated: 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representatives. 

(b)  “Hospital”  means  a  facility — 

(1)  Which  provides  community  serv¬ 
ice  for  inpatient  medical  care  of  the  sick 
or  injured  (including  obstetrical  care) ; 

(2)  Where  not  more  than  50  percent  of 
the  total  patient  days  during  any  year 
are  customarily  assignable  to  the  cate¬ 
gories  of  chronic  convalescent  and  rest, 
drug  and  alcoholic,  epileptic,  mentally 
deficient,  mental,  nervous  and  mental, 
and  tuberculosis;  and 

(3)  Which  is  a  proprietary  facility,  or 
facility  of  a  private  nonprofit  corpora¬ 
tion  or  association,  licensed  or  regulated 
by  the  State  (or,  if  there  is  no  State  law 
providing  for  such  licensing  or  regula¬ 
tion  by  the  State,  by  the  municipality  or 
other  political  subdivision  in  which  the 
facility  is  located) . 

(c)  “Mortgage”  means  such  classes  of 
first  liens  as  are  commonly  given  to 
secure  advances  on,  or  the  unpaid  pur¬ 
chase  price  of,  real  estate  under  the 
laws  of  the  State  in  which  the  real  estate 
is  located,  together  with  any  credit  in¬ 
strument  secured  thereby.  The  mortgage 
may  be  in  the  form  of  one  or  more  trust 
mortgages  or  mortgage  indentures  or 
deeds  of  trust  securing  notes,  bonds,  or 
other  credit  instruments;  and  by  the 
same  instrument  or  by  a  separate  instru¬ 
ment,  it  may  create  a  security  interest  in 
initial  equipment  whether  or  not  the 
equipment  is  attached  to  the  realty. 

(d)  “Mortgagee”  means  the  original 
lender  under  a  mortgage,  and  its  suc¬ 
cessors  and  assigns,  and  includes  the 
holders  of  credit  instnunents  issued 
imder  a  trust  indenture,  mprtgage  or 
deed  of  trust  pursuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 

(e)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  its  suc¬ 
cessors  and  assigns. 


(f)  “Project”  means  a  hospital  which 
has  been  approved  by  the  Commissioner 
vmder  the  provisions  of  this  subpart. 

(g)  “State”  includes  the  several  States, 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  and  the  Virgin  Islands. 

§  242.3  Applications. 

(a)  Prior  approval.  An  application  for 
insurance  of  a  mortgage  under  this  part 
shall  be  considered  only  in  connection 
with  a  hospital  proposal  which  has  been 
approved  by  the  Secretary  of  Health, 
Education,  and  Welfare,  or  his  designee, 
as  substantially  in  accord  with  those  pro¬ 
visions  of«title  VI  of  the  Public  Health 
Service  Act  and  regulations  issued 
thereunder  relating  to  determination  of 
need  for  the  facility  and  general 
standards  of  construction  and  equip¬ 
ment. 

(b)  Filing  of  application.  An  applica¬ 
tion  for  insurance  of  a  mortgage  on  a 
project  shall  be  submitted  bn  an  ap¬ 
proved  FHA  form  by  an  approved 
mortgagee  and  by  the  sponsors  of  such 
project  through  the  local  FHA  ofiftce. 

(c)  Application  fee.  An  application 
fee  of  $1.50  per  thousand  dollars  of  the 
amoimt  of  the  loan  applied  for  shall 
accompany  the  application. 

§  242.5  Certiflration  by  State  agency. 

Every  application  for  insurance  under 
this  part  shall  be  accompanied  by  a 
certificate  of  the  State  agency  desig¬ 
nated  in  accordance  with  section 
604(a)(1)  of  the  Public  Health  Service 
Act  for  the  State  in  which  the  project  is 
or  will  be  located,  which  certificate  shall 
indicate  that: 

(a)  There  is  a  need  for  the  hospital. 

(b)  There  are  in  force  in  the  state  or 
other  political  subdivision  of  the  State 
in  which  the  proposed  hospital  will  be 
located  reasonable  minimum  standards 
of  licensure  and  methods  of  operation 
for  hospitals  and  such  standards  and 
methods  of  operation  will  be  applied  and 
enforced  with  respect  to  the  hospital. 

§  242.7  Coniniitmrnts. 

(a)  Issuance  of  commitment.  Upon 
approval  of  an  application  for  insurance, 
a  commitment  shall  be  Issued  by  the 
Commissioner  setting  forth  the  terms  and 
conditions  upon  which  the  mortgage  will 
be  insured. 

(b)  Types  of  commitments.  The  com¬ 
mitment  may  provide  for  the  Insurance 
of  advances  of  mortgage  money  made 
during  construction  or  may  proidde  for 
the  insurance  of  the  mortgage  after 
completion  of  the  improvements. 

(c)  Term  of  commitment.  (1)  If  the 
commitment  fee  is  paid  as  required,  a 
commitment  shall  have  a  term  which  is 
determined  as  follows: 

(1)  A  commitment  to  insure  advances 
shall  be  effective  for  a  period  of  not 
more  than  180  days  from  the  date  of 
issuance. 

(ii)  A  commitment  to  Insure  upon 
completion  shall  be  effective  for  a  desig¬ 
nated  term  within  which  the  mortgagor 
is  required  to  begin  construction,  and  If 
construction  is  begim  as  required,  for 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


RULES  AND  REGULATIONS 


24659 


such  additional  period  as  the  Commis¬ 
sioner  deems  necessary  for  completion 
of  construction. 

(2)  The  term  of  a  commitment  may  be 
extended  in  such  manner  as  the  Com¬ 
missioner  may  prescribe. 

(d)  Commitment  fee.  A  commitment 
fee  which,  when  added  to  the  application 
fee,  will  aggregate  $3  per  thousand  dol¬ 
lars  of  the  amount  of  the  loan  set  forth 
in  the  commitment,  shall  be  paid  within 
30  days  after  the  date  of  the  commit¬ 
ment.  If  the  payment  of  a  commitment 
fee  is  not  received  by  the  Commissioner 
within  30  days  after  the  date  of  issuance 
of  a  commitment,  the  commitment  shall 
expire  on  the  30th  day. 

§  242.9  Inspection  fee. 

The  commitment  may  provide  for  the 
payment  of  an  inspection  fee  in  an 
amount  not  to  exce^  $5  per  thousand 
dollars  of  the  commitment.  Such  inspec¬ 
tion  fee  shall  be  paid  at  the  time  of  initial 
endorsement,  if  the  case  involves  the 
insurance  of  advances,  or  prior  to  the 
date  construction  is  begtm,  if  the  case 
involves  insurance  upon  completion. 

§  242.11  Fees  on  increases. 

(a)  Increase  in  commitment  prior  to 
endorsement.  Upon  an  application,  filed 
prior  to  initial  endorsement  (or  prior  to 
endorsement  in  a  case  involving  insur¬ 
ance  upon  completion),  for  an  increase 
in  the  amount  of  an  outstanding  com¬ 
mitment,  an  additional  application  fee 
of  $1.50  per  thousand  dollars  computed 
on  the  amount  of  the  increase  requested 
shall  accompany  the  application.  Any 
increase  in  the  amount  of  a  commitment 
shall  be  subject  to  the  payment  of  an 
additional  commitment  fee  which,  when 
added  to  the  additional  application  fee, 
will  aggregate  $3  per  thousand  dollars  of 
the  amount  of  the  Increase.  The  addi¬ 
tional  commitment  fee  shall  be  paid 
within  30  days  after  the  date  of  the 
amended  oonunitment.  If  the  additional 
commitment  fee  is  not  paid  within  30 
days,  the  commitment  for  the  increased 
amount  will  expire  and  the  previous  com¬ 
mitment  will  be  reinstated.  If  an  inspec¬ 
tion  fee  was  required  in  the  original 
commitment,  an  additional  inspection  fee 
shall  be  paid  in  an  amount  not  to  exceed 
$5  per  thousand  dollars  of  the  amount  of 
Increase  in  commitment.  Where  in¬ 
surance  of  advances  is  involved,  the  ad¬ 
ditional  Inspection  fee  shall  be  paid  at 
the  time  of  initial  endorsement.  Where 
insurance  upon  completion  is  Involved, 
the  additional  inspection  fee  shall  be  paid 
prior  to  the  date  construction  is  begun  or 
within  30  days  after  the  date  of  the  is¬ 
suance  of  the  amended  commitment,  if 
construction  has  begun. 

(b)  Increase  in  mortgage  between  ini¬ 
tial  and  final  endorsement.  Upon  an  ap¬ 
plication,  filed  between  initial  and  final 
endorsement,  for  an  increase  in  the 
amount  of  the  mortgage,  either  by 
amendment  or  by  substitution  of  a  new 
mortgage,  an  additional  application  fee 
of  $1.50  per  thousand  dollars  computed 
on  the  amount  of  the  Increase  requested 
shall  accompany  the  application.  The 
approval  of  any  increase  in  the  amount 


of  the  mortgage  shall  be  subject  to  the 
payment  of  an  additional  commitment 
fee  which,  when  added  to  the  additional 
application  fee,  will  aggregate  $3  per 
thousand  dollars  of  the  amount  of  the 
Increase  granted.  If  an  inspection  fee  was 
required  in  the  original  commitment,  an 
additional  Inspection  fee  shall  be  paid 
in  an  amount  not  to  exceed  $5  per 
thousand  dollars  of  the  amount  of  the 
increase  granted.  The  additional  com¬ 
mitment  and  inspection  fees  shall  be 
paid  within  30  days  after  the  increase  is 
granted. 

§  242.13  Reopening  of  expired  commit¬ 
ments. 

An  expired  commitment  may  be  re¬ 
opened  if  a  request  for  reopening  is 
received  by  the  Commissioner  within  90 
days  of  the  expiration  of  the  commit¬ 
ment.  The  reopening  request  shall  be 
accompanied  by  a  fee  of  50  cents  per 
thousand  dollars  of  the  amount  of  the 
expired  commitment.  A  commitment 
which  has  expired  because  of  failure  to 
pay  the  commitment  fee  may  be  re¬ 
opened  only  upon  payment  of  the  com¬ 
mitment  fee  and  the  reopening  fee.  If 
the  reopening  request  is  not  received  by 
the  Commissioner  within  the  required 
90-day  period,  a  new  application,  ac¬ 
companied  by  an  application  fee,  must 
be  submitted.  If  a  commitment  for  an 
increased  amount  has  expired  because 
of  failure  to  pay  an  additional  commit¬ 
ment  fee  based  on  the  amount  of  the 
increase,  the  reopening  fee  shall  be  com¬ 
puted  on  the  basis  of  the  amount  of  the 
commitment  increase  rather  than  on 
the  amount  of  the  original  commitment. 

§  242.17  Refund  of  fees. 

Commitment,  inspection,  and  reopen¬ 
ing  fees  may  be  refunded,  in  whole  or  in 
part,  if  it  is  determined  by  the  Commis¬ 
sioner  that  the  construction  or  financing 
of  the  project  has  been  prevented  be¬ 
cause  of  condemnation  proceedings  or 
other  legal  action  taken  by  a  government 
body  or  public  agency,  or  in  such  other 
instances  as  the  Commissioner  may  de¬ 
termine.  A  transfer  fee  may  be  refunded 
only  in  such  instances  as  the  Commis¬ 
sioner  may  determine. 

§  242.19  Maximum  fees  and  charges  by 
mortgagee. 

The  mortgagee  may  collect  from  the 
cation  for  approval  of  a  transfer  of 
mortgagor  the  amount  of  the  fees  pro¬ 
vided  for  in  this  subpart.  The  mortgagee 
may  also  collect  from  the  mortgagor  an 
Initial  service  charge  not  to  exceed  2  per¬ 
cent  of  the  original  principal  amount  of 
the  mortgage  to  reimburse  the  mortgagee 
for  the  cost  of  closing  the  transaction. 
Any  additional  charges  or  fees  collected 
from  the  mortgagor  shall  be  subject  to 
prior  approval  of  the  Commissioner. 

§242.21  Eligible  hospitals. 

The  hospital  to  be  financed  with  a 
mortgage  insured  under  this  part  shall 
Involve  the  construction  of  a  new  hos¬ 
pital  or  the  rehabilitation  or  replacement 
of  an  existing  structure  by  an  established 
hospital. 


§  212.23  Eligible  mortgagors. 

The  mortgagor  shall  be  either  a  pri¬ 
vate  nonprofit  corporation  or  association 
or  a  profit  mortgagor,  shall  be  approved 
by  the  Commissioner,  and  shall  possess 
the  powers  necessary  and  incidental  to 
operating  a  hospital. 

§  242.25  Eligible  mortgagees. 

The  provisions  of  §  §  203.1  through  203.4 
of  this  chapter  and  §§  203.6  through  203.9 
of  this  chapter  shall  govern  the  eligibil¬ 
ity,  qualifications  and  requirements  of 
mortgagees  under  this  subpart. 

§  242.27  Maximum  mortgage  amounts. 

The  mortgage  shall  involve  a  principal 
obligation  not  in  excess  of  the  lesser  of 
the  following: 

(a)  $50  million;  or 

(b)  90  percent  of  the  Commissioner’s 
estimate  of  the  replacement  cost  of  the 
hospital,  including  the  equipment  to  be 
used  in  its  operation  when  the  proposed 
Improvements  are  completed  and  the 
equipment  is  installed. 

§  242.29  Adjusted  and  reduced  mort¬ 
gage  amounts. 

(a)  Adjusted  mortgage  amount — re¬ 
habilitation  projects.  A  mortgage  financ¬ 
ing  the  rehabilitation  of  an  existing 
hospital  shall  be  subject  to  the  following 
limitations,  in  addition  to  those  set  forth 
in  §  242.27: 

(1)  Property  held  unencumbered.  If 
the  mortgagor  is  the  fee  simple  owner  of 
the  property  and  the  ownership  is  not 
encumbered  by  an  outstanding  indebted¬ 
ness,  the  mortgage  shall  not  exceed  100 
percent  of  the  Commissioner’s  estimate 
of  the  cost  of  the  proposed  rehabilita¬ 
tion. 

(2)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  prop¬ 
erty  subject  to  an  outstanding  indebted¬ 
ness,  which  is  to  be  refinanced  with  part 
of  the  insured  mortgage,  the  mortgage 
shall  not  exceed  the  total  of  the  follow¬ 
ing: 

(i)  The  Commissioner’s  estimate  of 
the  cost  of  rehabilitation,  plus 

(li)  Such  portion  of  the  outstanding 
Indebtedness  as  does  not  exceed  90  per¬ 
cent  of  the  Commissioner’s  estimate  of 
the  fair  market  value  of  such  land  and 
improvements  prior  to  rehabilitation. 

(3)  Property  to  be  acquired.  If  the 
property  is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  is  to  be 
financed  with  a  part  of  the  Insured 
mortgage,  the  mortgage  shall  not  exceed 
90  percent  of  the  total  of  the  following; 

(i)  The  Commissioner’s  estimate  of 
the  cost  of  rehabilitation,  plus 

(ii)  The  actual  purchase  price  of  the 
land  and  improvements  or  the  Commis¬ 
sioner’s  estimate  (prior  to  rehabilitation) 
of  the  fair  market  value  of  such  land  and 
improvements,  whichever  is  the  lesser. 

(b)  Reduced  mortgage  amount — lease¬ 
holds.  In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
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cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amount  equal  to  the  capital¬ 
ized  value  of  the  ground  rent. 

(c)  Reduced  mortgage  amounts — 
costs.  The  Ccmunlssioner  may  require  a 
reduction  in  the  mortgage  amount  after 
completion  if  90  percent  of  the  actual 
cost  of  development  of  the  project  is  less 
than  the  mortgage  amoimt  stated  in  the 
commitment. 

§  242.31  Mortgage  form  and  dinburse- 
mont  of  mortgage  proceeds. 

(a)  Mortgage  form.  The  mortgage 
shall  be  in  a  form  approved  by  the  Com¬ 
missioner  for  use  in  the  jurisdiction  in 
which  the  property  covered  by  the  mort¬ 
gage  is  situated,  which  form  shall  not  be 
changed  without  the  prior  written  ap¬ 
proval  of  the  Commissioner. 

(b)  Disbursement  of  mortgage  pro¬ 
ceeds.  Tlie  mortgagee  ^all  be  obligated, 
as  a  part  of  the  mortgage  transaction, 
to  di^urse  the  principal  amount  of  the 
mortgage  to  (or  for  the  account  of) 
the  mortgagor  or  to  his  creditors  for  his 
accoimt  and  with  his  consent. 

§  2  42. .33  Muximuni  iiilcresl  rule. 

The  mortgage  shall  bear  Interest  at 
the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  issued  by  the 
Secretary  before  February  18,  1971,  or 
an  application  for  commitment  was  re¬ 
ceived  by  the  Secretary  before  February 
18,  1971,  the  mortgage  may  beu  Interest 
at  the  maximum  rate  in  effect  at  the 
time  of  issuance  of  the  letter  or  receipt 
of  the  application.  Interest  shall  be  pay¬ 
able  in  monthly  installments  on  the 
principal  then  outstanding. 

§  242.35  Maturity. 

The  mortgage  shall  have  a  maturity 
not  to  exceed  25  years  from  the  date 
amortization  begins. 

§  242.37  Payment  requirements. 

The  mortgage  shall  provide  for  pay¬ 
ments  on  the  first  day  of  each  month  on 
account  of  interest  and  for  payments  to 
principal  in  accordance  with  an  amorti¬ 
zation  plan  or  sinking  ftmd  provisions 
agreed  upon  by  the  mortgagor,  the  mort¬ 
gagee  and  the  Commissioner. 

§  242.39  Application  of  payments. 

All  payments  to  be  made  by  the  mort¬ 
gagor  to  the  mortgagee  shall  be  added 
together  and  the  aggregate  amount 
thereof  shall  be  paid  by  the  mortgagor 
each  month  in  a  single  pasmient.  The 
mortgagee  shall  apply  each  payment  re¬ 
ceived  to  the  following  items  in  the  order 
set  forth; 

(a)  Premium  charges  under  the  con¬ 
tract  of  mortgage  insurance. 

(b)  Groimd  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard 
insurance  premiums. 

(c)  Interest  on  the  mortgage. 

(d)  Amortization  of  the  principal  of 
the  mortgage. 
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§  242.41  Acrumulation  of  accruals. 

(a)  The  mortgage  shall  provide  for 
payments  by  the  mortgagor  to  the  mort¬ 
gagee  on  each  interest  payment  date 
of  an  amount  sufficient  to  accumulate  in 
the  hands  of  the  mortgagee  one  payment 
period  prior  to  its  due  date,  the  next 
annual  mortgage  insurance  premiiun 
payable  by  the  mortgagee  to  t^e  Com¬ 
missioner.  Such  payments  shall  con¬ 
tinue  only  so  long  as  the  contract  of 
insurance  shall  remain  in  effect. 

(b)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amoimt  of  all  taxes,  water 
charges,  special  assessments,  and  fire 
and  other  hazard  insurance  premiums, 
within  a  period  ending  1  month  prior  to 
the  dates  on  which  the  same  become 
delinquent.  The  mortgage  shall  further 
provide  that  such  payments  shall  be 
held  by  the  mortgagee,  for  the  purpose 
of  paying  such  items  before  they  become 
delinquent.  The  mortgage  shall  also 
make  provision  for  adjustments  in  case 
such  estimated  amounts  shall  prove  to  be 
more,  or  less,  than  the  actual  amounts  so 
paid  therefor  by  the  mortgagor. 

§  242.43  Covenant  for  fire  insurance. 

The  mortgage  shall  contain  a  covenant 
requiring  the  mortgagor  to  keep  the 
property  Insured  against  fire  and  such 
other  hazards  as  the  Commissioner  may 
Indicate.  Such  insurance  shall  be  in  an 
amount  which  will  comply  with  the  co- 
insurance  clause  applicable  to  the  loca¬ 
tion  and  character  of  the  property,  but 
not  less  than  80  percent  of  ^e  actual 
cash  value  of  the  insurable  improve¬ 
ments  and  equipment  of  the  project.  The 
initial  coverage  shall  be  in  an  amount 
estimated  by  the  Commissioner  to  be  the 
value  of  the  project  at  the  time  of  its 
completion.  The  policies  evidencing  such 
insurance  shall  have  attached  thereto 
standard  mortgagee  clauses  making 
losses  payable  to  the  mortgagee  and  the 
Commissioner,  as  interests  may  appear. 

§  242.45  Racial  restriction  covenant. 

The  mortgage  shall  contain  a  cove¬ 
nant  that,  until  the  mortgage  has  been 
paid  in  full  or  the  contract  of  insurance 
otherwise  terminated,  the  mortgagor 
will  not  execute  or  file  for  record  any 
instrument  which  imposes  a  restriction 
iyx)n  the  sale  or  use  of  the  mortgaged 
property  on  the  basis  of  race,  color,  or 
creed.  This  covenant  shall  be  binding 
upon  the  mortgagor  and  his  assigns  and 
shall  provide  that  upon  violation  thereof, 
the  mortgagee  may,  at  its  option,  de¬ 
clare  the  imiMdd  balance  of  the  mort¬ 
gage  immediately  due  and  payable. 

§  242.47  Issuance  of  bonds  secured  by 
trust  indenture. 

In  the  event  that  bonds  or  other  obli¬ 
gations  are  to  be  Issued  as  a  part  of  the 
Insured  mortgage  transaction,  the  form 
of  bonds  and  the  form  of  trust  indenture 
shall  be  subject  to  the  approval  of  the 
Commissioner,  and  shall  be  subject  to 
the  following  conditions: 


(a)  The  Trustee  named  in  such  trust 
indenture  shall  be  a  banking  institution 
or  trust  company  (authorized  to  act  in 
a  fiduciary  capacity  and  which  is  a 
mortgagee  approved  by  the  Commis¬ 
sioner)  ;  and 

(b)  Letter  of  credit.  The  mortgagee 
may  accept  a  letter  of  credit  in  lieu  of 
the  cash  deposit  required  by  this  section. 
If  a  letter  of  credit  is  accepted  in  lieu  of 
the  cash  deposit  required  by  paragraph 
(a)(1),  the  mortgage  proceeds  may  be 
advanced  prior  to  any  demand  being 
made  on  the  letter  of  credit. 

(c)  The  holders  of  the  bonds  or  other 
obligations  shall  look  solely  to  the  Trust¬ 
ee  for  the  benefits  of  the  contract  of 
mortgage  insurance  and  the  trust  in- 
dentme  shall  expressly  authorize  the 
Commissioner  to  make  payment  of  any 
claim  imder  the  contract  of  mortgage 
insurance  to  the  Trustee,  without  lia¬ 
bility  or  accountability  to  the  bond 
holders  to  see  to  the  application  of  the 
mortgage  insurance  contract  benefits; 
and 

(d)  The  bonds  or  other  obligratlons 
shall  be  issued  only  to  holders  meeting 
the  following  qualifications; 

(1)  A  mortgagee  approved  by  the 
Commissioner; 

(2)  A  pension  or  retirement  fund  or  a 
profit-sharing  plan  maintained  and  ad¬ 
ministered  by  a  corporation  or  by  a  gov¬ 
ernmental  agency  or  by  a  trustee  or 
trustees,  which  has  lawful  authority  to 
acquire  the  bonds  of  other  olSligations; 
or 

(3)  A  charitable  or  nonprofit  orga¬ 
nization. 

§  242.49  Mortgage  lien. 

The  mortgagor  shall  certify  at  the 
final  endorsement  of  the  mortgage  for 
insurance  as  to  each  of  the  following: 

(a)  That  the  mortgage  is  the  first  lien 
upon  and  covers  the  entire  project  in¬ 
cluding  the  equipment  financed  with 
mortgage  proceeds. 

(b)  That  the  property  upon  which  the 
Improvements  have  been  made  or  con¬ 
structed  and  the  equipment  financed 
with  mortgrage  proceeds  are  free  and 
clear  of  all  liens  other  than  the  Insured 
mortgage  and  such  other  liens  as  may  be 
approved  by  the  Commissioner. 

(c)  That  the  certificate  sets  forth  all 
unpaid  obligations  in  connection  with  the 
mortgage  transaction,  the  purchase  of 
the  mortgaged  property,  the  construc¬ 
tion  or  rehabilitation  of  the  project  or 
the  purchase  of  the  equipment  financed 
with  mortgage  proceed 

§  242.51  Prepayment  privilege  and  pre¬ 
payment  charges. 

(a)  Profit  mortgagors.  In  the  case  of 
a  profit  mortgagor,  the  following  provi¬ 
sions  shall  be  applicable; 

(1)  Prepayment  privilege.  The  mort¬ 
gage  shall  contain  a  provision  permit¬ 
ting  the  mortgagor  to  prepay  the  mort¬ 
gage  in  whole  or  in  part  upon  any  interest 
pa3nneiit  date  after  giving  the  mortgagee 
30  days'  notice  in  writing  in  advance  d 
its  intention  to  so  prepay. 
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(2)  Prepayment  charge.  The  mortgage 
may  contain  a  provision  for  such  charge, 
in  the  event  of  prepayment  of  principal, 
as  may  be  agreed  upon  between  the  mort¬ 
gagor  and  the  mortgagee  subject  to  the 
following: 

(i)  The  mortgagor  shall  be  permitted 
to  prepay  up  to  15  percent  of  the  original 
principal  amount  of  the  mortgage  in  any 
1  calendar  year  without  any  such 
charge. 

(ii)  Any  reduction  in  the  original 
principal  amoimt  of  the  mortgage  which 
the  Commissioner  may  require  pursuant 
to  §  242.29(c)  shall  not  be  construed  as 
a  prepayment  of  the  mortgage. 

(b)  Nonprofit  mortgagors.  In  the  case 
of  a  nonprofit  mortgagor,  the  following 
provisions  shall  be  applicable: 

(1)  Prepayment  privilege.  The  mort¬ 
gage  indebtedness  may  be  prepaid  in  full 
and  the  Commissioner's  controls  termi¬ 
nated  only  upon  the  condition  that  the 
Commissioner’s  prior  written  consent  is 
obtained  and  upon  such  terms  and  con¬ 
ditions  as  the  Commissioner  may  pre¬ 
scribe.  With  the  prior  written  approval 
of  the  Commissioner,  partial  prepay¬ 
ments  may  be  made  for  the  purpose  of 
reducing  succeeding  monthly  payments 
of  the  remaining  balance  as  recast  over 
the  remaining  portion  of  the  original 
mortgage  term. 

(2)  Prepaj/menf  c/iarge.  The  mortgage 
may  contain  a  provision  for  such  charge, 
in  the  event  of  prepayment  of  principal, 
as  may  be  agreed  upon  between  the  mort¬ 
gagor  and  the  mortgagee,  subject  to  the 
following : 

(i)  The  mortgagor  shall  be  permitted 
to  prepay  up  to  15  percent  of  the  original 
principal  amount  of  the  mortgage  in  any 
1  calendar  year  without  any  such  charge. 

(ii)  Any  reduction  in  the  original  prin¬ 
cipal  amount  of  the  mortgage  which  the 
Commissioner  may  require  pursuant  to 
§  242.29(c)  shall  not  be  construed  as  a 
prepayment  of  the  mortgage. 

(lii)  No  charge  shall  be  made  where 
the  prepayment  is  made  from  the  pro¬ 
ceeds  of  a  Federal  grant. 

§  242.52  I.alc  charge. 

The  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  2  cents  for  each  dollar 
of  each  payment  to  interest  or  principal 
more  than  15  days  in  arrears,  to  cover  the 
expense  involved  in  handling  delinquent 
payments.  Late  charges  shall  be  sepa¬ 
rately  charged  to  and  collected  from  the 
mortgagor  and  shall  not  be  deducted 
from  any  aggregate  monthly  payment. 

§242.5.5  Insured  advances — building 
loan  agreement. 

Prior  to  the  initial  endorsement  of  the 
mortgage  for  insurance,  the  mortgagor 
and  mortgagee  shall  execute  a  building 
loan  agreement,  approved  by  the  Com¬ 
missioner,  setting  forth  the  terms  and 
conditions  under  which  progress  pay¬ 
ments  may  be  advanced  during  construc¬ 
tion.  To  be  covered  by  mortgage  insur¬ 
ance,  each  progress  payment  shall  be 
approved  by  the  Commissioner. 


§212,55  Funds  and  Ananccs — deposits 
and  letters  of  credit. 

(a)  Deposits.  Where  the  Commissioner 
requires  the  mortgagor  to  make  a  deposit 
of  cash  or  securities,  such  deposit  shall 
be  with  the  mortgagee  or  a  depository 
acceptable  to.  the  mortgagee.  The  deposit 
shall  be  held  by  the  mortgagee  in  a  spe¬ 
cial  accoimt  or  by  the  depository  under 
an  appropriate  agreement  approved  by 
the  Commissioner. 

(b)  Letter  of  credit.  Where  the  use  of 
a  letter  of  credit  is  acceptable  to  the 
Commissioner  in  lieu  of  a  deposit  of  cash 
or  securities,  the  letter  of  credit  shall  be 
issued  to  the  mortgagee  by  a  banking  in¬ 
stitution  and  shall  be  unconditional  and 
irrevocable.  The  mortgagee  shall  be  re¬ 
sponsible  to  the  Commissioner  for  col¬ 
lection  under  the  letter  of  credit.  In  the 
event  a  demand  for  payment  thereimder 
is  not  immediately  met,  the  mortgagee 
shall  forthwith  provide  a  cash  deposit 
equivalent  to  the  imdrawn  balance  of  the 
letter  of  credit. 

§  242.57  Funds  and  finances — insured 
advances — general  requirenients. 

(a)  Establishment  of  funds.  If  the 
commitment  provides  for  insurance  of 
advances  during  construction,  the  mort¬ 
gagor  shall,  prior  to  initial  endorsement, 
make  each  of  the  following  deposits: 

(1)  An  amount  determined  by  the 
Commissioner  as  sufficient  (when  added 
to  the  proceeds  of  the  insured  mortgage) 
to  assure  completion  of  the  project  and 
to  pay  the  initial  service  charge,  the 
carndng  charges,  and  the  legal  and  or¬ 
ganization  expenses  incident  to  the 
project.  The  deposit  shall  be  in  cash  and 
shall  be  held  by  the  mortgagee  under  an 
appropriate  agreement,  approved  by  the 
Commissioner,  requiring  that  prior  to  the 
advance  of  any  mortgage  money,  all  the 
cash  be  disbursed  for  work  and  mate¬ 
rial  on  the  physical  improvements  and 
for  any  other  charges  and  expenses  which 
are  payable. 

(2)  An  amount  representing  all  fees 
and  charges  to  be  paid  by  the  mortgagor 
in  connection  with  financing  which  are 
in  excess  of  the  initial  service  charge  and 
which  have  been  approved  by  the  Com¬ 
missioner. 

(b)  Letter  of  credit — (1)  Profit  mort¬ 
gagors.  In  the  case  of  a  profit  mortgagor, 
the  mortgagee  may  accept  a  letter  of 
credit  in  lieu  of  the  cash  deposit  re¬ 
quired  by  paragraph  (a)(2)  of  this 
section. 

(2)  Nonprofit  mortgagors.  In  the  case 
of  a  nonprofit  mortgagor,  the  mortgagee 
may  accept  a  letter  of  credit  in  lieu  of  the 
cash  deposit  required  by  paragraphs  (a) 
(1)  and  (2)  of  this  section.  If  a  letter  of 
credit  is  accepted  in  lieu  of  the  cash 
deposit  required  by  paragraph  (a)(1)  of 
this  section,  the  mortgage  proceeds  may 
be  advanced  prior  to  any  demand  being 
made  on  the  letter  of  credit. 

§  242.59  Funds  and  finances — oiTsite 
utilities  and  streets. 

The  Commissioner  shall  require  as¬ 
surance  of  completion  of  offsite  public 


utilities  and  streets  in  all  cases,  except 
where  a  municipality  or  other  public 
body  has  by  agreement  (acceptable  to 
the  Commissioner)  agreed  to  install  such 
utilities  and  streets  without  cost  to  the 
mortgagor.  Where  such  assurance  is  re¬ 
quired,  it  shall  be  either  in  the  form  of  a 
cash  escrow  deposit  or  the  retention  of  a 
specified  amoimt  of  mortgage  proceeds 
by  the  mortgagee.  If  a  cash  escrow  is 
used,  it  shall  be  deposited  with  the  mort¬ 
gagee  or  with  an  acceptable  trustee  or 
escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  used, 
the  mortgagee  shall  retain  under  terms 
approved  by  the  Commissioner,  rather 
than  disburse  at  the  initial  closing  of  the 
mortgage,  a  portion  of  the  mortgage 
proceeds  allocated  to  land  In  the  project 
analysis.  As  additional  assurance,  the 
Commissioner  may  also  require  a  surety 
company  bond  or  bonds. 

§212.61  Funds  and  finanrr.s — insured 
ailvanees — a-s.suranee  of  completion. 

The  mortgagor  shall  furnish  assur¬ 
ance  of  completion  of  the  project  in  a 
form  and  amount  satisfactory  to  the 
Commissioner. 

§  242.63  Prevailing  wage  determination. 

After  the  filing  of  the  application  for 
Insurance  and  prior  to  the  beginning  of 
construction,  the  Commissioner  shall 
obtain  from  the  Secretary  of  Labor  a 
determination  as  to  the  wages  prevail¬ 
ing  for  the  various  classes  of  laborers 
and  mechanics  in  the  area  where  the 
project  Is  to  be  constructed. 

§212.65  Wage  certificates  and  payroll 
records. 

No  advance  under  the  mortgage  shall 
be  eligible  for  insurance  unless  there 
has  been  filed  such  wage  certificates  and 
payroll  records  as  may  be  required  by 
the  Commissioner  to  determine  that  la¬ 
borers  and  mechanics  employed  in  the 
construction  of  the  project  have  been 
paid  not  less  than  the  prevailing  wages 
determined  by  the  Secretary  of  Labor 
and  any  overtime  wages  at  a  rate  not 
less  than  one  and  one-half  times  the 
basic  rate  of  pay  for  all  work  time  in 
excess  of  8  hours  during  any  workday 
or  in  excess  of  40  hours  during  any 
workweek. 

§212.67  I/jdxir  .standards. 

(a)  Contract  requirements.  Any  con¬ 
tract,  subcontract,  Dr  building  loan 
agreement,  executed  for  the  performance 
of  construction  or  rehabilitation  of  the 
hospital,  shall  contain  provisions  cover¬ 
ing  the  following  requirements: 

(1)  A  requirement  for  compliance 
with  all  applicable  regulations  of  the 
Secretary  of  Labor  relating  to  the  pay¬ 
ment  of  prevailing  wages. 

(2)  A  requirement  that  each  laborer 
or  mechanic  employed  in  the  construc¬ 
tion  or  rehabilitation  receive  compen¬ 
sation  at  a  rate  not  less  than  one  and 
one-half  times  his  basic  rate  of  pay  tor 
all  work  time  in  excess  of  8  hours  dur¬ 
ing  any  workday  or  in  excess  of  40 
hours  during  any  workweek. 
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fb)  Waiver  of  compliance  with  con¬ 
tract  requirements — nonprofit  mort¬ 
gagors.  In  the  case  of  a  nonprofit  mort¬ 
gagor,  the  Commissioner  may  waive  the 
requirement  for  compliance  with  the 
contract  provisions  prescribed  in  para¬ 
graph  (a)  of  this  section  in  cases  or 
classes  of  cases  where  laborers  or  me¬ 
chanics,  not  otherwise  employed  at  any 
time  in  the  construction  or  rehabilitation 
of  the  hospital,  voluntarily  donate  their 
services  without  compensation  for  the 
purpose  of  lowering  the  costs  of  construc¬ 
tion  and  where  the  Commissioner  deter¬ 
mines  that  full  credit  has  been  received 
by  the  mortgagor  for  any  amounts  saved 
tlirough  such  donated  services. 

§  2 12.69  Conslniction  contracts. 

(a)  Awarding  of  contract.  A  contract 
for  the  construction  or  rehabilitation  of 
a  hospital  shall  be  entered  Into  by  a 
mortgagor  with  a  builder  selected  by  a 
competitive  bidding  procedure  acceptable 
to  the  Commissioner. 

(b)  Form  of  contract.  The  construc¬ 
tion  contract  shall  be  a  lump  sum  form 
providing  for  pajTnent  of  a  specified 
amoimt. 

(c)  Waiver  of  competitive  bidding. 
The  Commissioner  may  waive  the  re¬ 
quirements  for  compliance  with  the  com- 
p>etitive  bidding  procedure  prescribed  in 
paragraph  (a)  of  this  section  upon  a 
determination,  by  the  State  agency 
designated  in  accordance  with  Section 
604(a)(1)  of  the  Public  Health  Service 
Act  for  the  State  in  which  the  project 
is  or  will  be  located  and  by  the  Secretary 
of  Health.  Education,  and  Welfare  or  his 
designee,  that  competitive  bidding  for 
the  construction  of  the  project  is  not 
required. 

§  242.71  Ineligible  c-onlrai'tors. 

(a)  Contracts  relating  to  the  construc¬ 
tion  of  the  project  shall  not  be  made  with 
a  general  contractor  or  a  subcontractor 
(or  any  firm,  corporation,  partnership,  or 
association  in  which  such  contractor  or 
subcontractor  has  a  substantial  Interest) , 
the  name  of  which  is  (m  the  list  of  in¬ 
eligible  contractors  or  subcontractors 
established  by  the  Commissioner,  or  by 
the  Comptroller  General  under  the  ai>- 
plicable  regulations  of  the  Secretary  of 
Labor. 

(b)  If  the  Commissioner  determinea 
that  a  contract  has  been  made  contrary 
to  the  requlTMnents  of  paragraph  (a)  of 
this  section  and  so  notifies  the  mortgagee, 
the  Commissioner  may  refuse  to  insure 
any  subsequent  advances  of  mortgage 
proceeds. 

§  242.73  I)iM-riiiiinaliwn  in  employment 
prohibited. 

Any  contract  or  subcontract  for  the 
construction  or  rehabilitation  of  the  proj¬ 
ect  shall  contain  a  provision  that  there 
shall  be  no  discrimination  against  any 
employee,  or  applicant  for  emplosment 
because  of  race,  color,  religion,  sex,  or 
national  origin. 

§  242.75  Supervision  of  mortgagor — 
form  of  regulation. 

As  long  as  the  Commissioner  Is  the  in¬ 
surer  or  holder  of  the  mortgage,  he  may 
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regulate  the  mortgagor  by  means  of  a 
regulatory  agreement,  corporate  charter 
or  such  other  means  as  the  Commissioner 
may  prescribe. 

§  242.77  Supervision  of  mortgagor — 
maintenance  of  project. 

The  mortgagor  shall  maintain  the 
project’s  grounds  and  buildings  and  the 
equipment  financed  with  mortgage  pro¬ 
ceeds  in  good  repair  and  shall  promptly 
complete  such  repairs  and  maintenance 
as  the  Commissioner  considers  necessary. 

§  242.79  Supervision  of  mortgagor — 
books  and  accounts. 

The  mortgagor’s  books  and  accounts 
relating  to  the  operation  of  the  physical 
facilities  of  the  project  shall  be  estab¬ 
lished  in  a  manner  satisfactory  to  the 
Commissioner,  and  shall  be  kept  In  ac¬ 
cordance  with  the  requirements  of  the 
Commissioner  as  long  as  the  mortgage 
is  Insured  or  held  by  the  Commissioner. 
The  mortgagor  shall  file  with  the  Com¬ 
missioner  such  financial  reports  as  the 
Commissioner  may  require. 

§  242.81  Supervision  of  mortgagor — 
inspection  of  facilities  by  Ckimmis* 
sioner. 

The  mortgaged  property  (including 
buildings  and  equipment)  and  the  books, 
record  and  documents  relating  to  the  op¬ 
eration  of  the  physical  facilities  of  the 
project  shall  be  subject  to  Inspection  and 
examination  by  the  Commissioner  or  his 
authorized  representative  at  all  reason¬ 
able  times. 

§  242.83  Supervision  of  mortgagor — * 
nondiscrimination. 

The  mortgagor  shall  deal  with  em¬ 
ployees  and  applicants  for  employment 
and  shall  make  the  hospital  facilities 
available  for  use  without  discrimination 
based  on  race,  color,  religion,  sex,  or  na¬ 
tional  origin. 

§  242.85  Zoning,  deed  or  building  re. 
strictions. 

'The  project  when  completed  shall  not 
violate  any  material  zoning  or  deed 
restrictions  applicable  to  the  project  site, 
and  shall  comply  with  all  applicable 
building  and  other  governmental  regula¬ 
tions  and  requirements. 

§  2  42.87  Properly  requirements. 

A  mortgage  to  be  eligible  for  Insurance 
shall  cover  real  estate  In  which  the  mort¬ 
gagor  has  one  of  the  following  Interests: 

(a)  A  fee  simple  title. 

(b)  A  lease  for  not  less  than  99  years 
which  Is  renew'able. 

(c)  A  lease  having  a  term  of  not  less 
than  50  years  to  run  from  the  date  the 
mortgage  Is  executed. 

§  242.89  Title  requirements. 

In  order  for  the  mortgaged  property 
to  be  eligible  for  Insurance,  the  Com¬ 
missioner  shall  determine  that  mailtet- 
able  title  thereto  is  vested'  In  the 
mortgagor  as  of  the  date  the  mortgage  Is 
filed  for  record.  The  title  evidence  shall 
be  examined  by  the  Commissioner  and 
the  endorsement  of  the  credit  Instrument 
for  insurance  shall  be  evidence  of  Its 
acceptability. 


§  242.91  Title  evidence. 

Upon  Insurance  of  the  mortgage,  the 
mortgagee  shall  furnish  to  the  Commis¬ 
sioner  a  survey  of  the  mortgage  prop¬ 
erty,  satisfactory  to  him,  and  a  policy  of 
title  insurance  covering  such  property, 
as  provided  in  paragraph  (a)  of  this  sec¬ 
tion.  If.  for  reasons  the  Commissioner 
deems  satisfactory,  title  insurance  can¬ 
not  be  furnished,  the  mortgagee  shall 
furnish  such  evidence  of  title  in  accord¬ 
ance  wdth  paragraph  (b)  or  (c)  of  this 
section,  as  the  Commissioner  may  re¬ 
quire.  Any  survey,  policy  of  title  insur¬ 
ance,  or  evidence  of  title  required  under 
this  section  shall  be  furnished  without 
expense  to  the  Commissioner.  The  types 
of  title  evidence  are : 

(a)  A  policy  of  title  insurance  issued 
by  a  company  and  in  a  form  satisfactory 
to  the  Commissioner.  Hie  policy  shall 
name  as  the  insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment.  as  their  respective  Interests 
may  appear.  The  policy  shall  provide 
that  upon  acquisition  of  title  by  the 
mortgagee  or  the  Secretary,  It  wdll  be¬ 
come  an  owner’s  policy  nuuilng  to  the 
mortgagee  or  the  Secretary,  as  the  case 
may  be. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  company  or  Individual  engaged  in 
the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  (Commissioner  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  in  the  ex¬ 
amination  of  titles. 

(c)  A  Torrens  or  similar  title 
certificate. 

§  242.93  Miscellaneous  mortgages — ex¬ 
isting  hospitals. 

(a)  The  (Commissioner  may.  under 
such  terms  and  conditions  as  he  may 
prescribe,  insure  a  mortgage  given  to  fi¬ 
nance  or  refinance  an  existing  hospital 
that  does  not  have  permanent  financing, 
if  the  construction  of  such  ho^ital  was 
completed  between  January  1,  1966,  and 
August  1, 1968. 

(b)  The  aggregate  principal  balance 
of  all  mortgages  Insured  under  para¬ 
graph  (a)  of  this  section  and  outstand¬ 
ing  at  any  time  shall  not  exceed  $20 
million. 

§  242.94  Eligihility  of  mortgages  rover¬ 
ing  hospitals  in  rerlain  neighbor¬ 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation  or  construction  of  a  hos¬ 
pital  located  in  an  older  declining  urban 
area  shall  be  eligible  for  insurance  under 
this  subpart  subject  to  compliance  with 
the  additional  requirements  of  this 
section. 

(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  (other  than  those  relating 
to  labor  standards  and  prevailing  wages) 
as  are  judged  to  be  not  applicable  on  the 
basis  of  the  following  determinations  to 
be  made  by  the  Commissioner: 

(1)  That  the  conditions  of  the  area  in 
which  the  property  is  located  prevent  the 
application  of  certain  eligibility  require¬ 
ments  of  this  subpart 
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(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  in  the  area  for  an 
adequate  hospital  to  serve  low  and  mod¬ 
erate  income  families. 

(3)  That  the  mortgage  to  be  insured 
Is  an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  imder  this  subpart  pursuant  to 
section  223(e)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  insured 
under  and  be  the  obligation  of  the  Spe¬ 
cial  Risk  Insurance  Fund. 

§  242.95  Loans  to  cover  2->ear  operat¬ 
ing  losses. 

(a)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during 
the  first  2  years  following  completion  of 
the  project,  he  may,  in  his  discretion, 
accept  for  insurance  imder  this  part,  a 
loan  to  cover  such  loss.  For  the  purposes 
of  this  section,  an  operating  loss  shall 
occur  when  the  Commissioner  deter¬ 
mines  that  the  total  of  the  taxes,  inter¬ 
est  on  the  mortgage  debt,  mortgage 
insurance  premiums,  hazard  insurance 
premiums,  and  the  expense  of  mainte¬ 
nance  and  operation  of  the  project  (ex¬ 
cluding  depreciation)  exceeds  the  proj¬ 
ect  Income. 

(b)  Security  instrument.  The  loan 
shall  be  secured  by  an  instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the 
project  is  located. 

(c)  Maximum  interest  rate.  The  loan 
may  bear  Interest  at  such  rate  as  may 
be  agreed  upMn  by  the  mortgagee  and 
the  mortgagor,  but  in  no  case  shall  such 
rate  exceed  the  rate  in  effect  under  this 
subpart  on  the  date  of  the  commitment 
to  insure  such  loan.  Interest  shall  be 
payable  in  monthly  installments  on  the 
principal  then  outstanding. 

(d)  Maturity.  The  loan  shall  be  limited 
to  a  term  not  exceeding  the  unexpired 
term  of  the  original  mortgage. 

(e)  Fee.  A  combined  application  and 
commitment  fee  of  $3  per  thousand 
dollars  of  the  amount  of  the  loan  set 
forth  in  the  commitment  shall  be  paid 
within  30  days  of  the  date  of  the 
commitment. 

§  242.249  Amenclniont  of  regulations. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole 
or  in  part,  but  such  amendment  shall 
not  adversely  affect  the  interests  of  a 
mortgagee  or  lender  under  the  contract 
of  Insurance  on  any  mortgage  or  loan 
already  Insured  and  shall  not  adversely 
affect  the  Interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
insured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 

Subpart  B — Contract  Rights  and 
Obligations 

§  242.251  Inrorporation  by  reference. 

All  of  the  provisions  of  Subpart  B, 
Part  207  of  this  chapter  covering  mort¬ 
gages  insured  under  section  207  of  the 
National  Housing  Act  apply  to  mortgages 
on  hospitals  Insured  under  section  242 


of  the  National  Housing  Act,  except  the 
following : 

Sec. 

207.259  Insurance  benefits. 

§242.260  Insurance  Iienenifi. 

All  of  the  provisions  of  §  207.259  of  this 
chapter  relating  to  insurance  benefits 
apply  to  mortgages  on  hospitals  insured 
under  tliis  subpart,  except  that  in  a  case 
where  the  mortgage  involves  the  financ¬ 
ing  or  refinancing  of  an  existing  hospital 
pursuant  to  §  242.93  and  the  commitment 
for  insuring  such  mortgage  is  issued  on 
or  after  April  1, 1969,  the  insurance  claim 
shall  be  paid  in  cash  unless  the  mort¬ 
gagee  files  a  written  request  for  payment 
in  debentures.  If  such  a  request  is  made, 
the  claim  shall  be  paid  in  debentures  is¬ 
sued  in  multiples  of  $50,  with  any  bal¬ 
ance  less  than  $50  to  be  paid  in  cash. 

PART  244 — MORTGAGE  INSURANCE 
FOR  GROUP  PRACTICE  FACILITIES 
[TITLE  XI] 

Subpart  A — Eligibility  Requirements 
Definitions 

Sec. 
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Authority  :  The  provisions  of  this  Part  244 
lasued  under  sec.  1104,  80  Stat.  1276;  12  U.S.C. 
1749aaar-5. 

Subparf  A — Eligibility  Requirements 

Definitions 

§  24i.l  Dermilions. 

As  used  in  this  subpart,  the  term: 

(a)  "Act”,  "Commissioner”,  "mort¬ 
gagor”.  and  "mortgagee”  shall  have  the 
same  meaning  as  prescribed  in  §  207.251 
of  this  chapter. 

(b)  “Group  practice  facility”  means 
an  establishment  designed  for  operation 
primarily  by  a  medical  or  dental  group 
which  provides  preventive,  diagnostic, 
and  treatment  services  to  ambulatory 
patients  under  the  professional  super¬ 
vision  of  persons  licensed  to  practice 
dentistry,  medicine,  or  optometry  in  the 
State. 

(c)  “Group  practice  unit”  means  a 
private  nonprofit  organization  of  one  of 
the  following  types: 
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(1 )  An  organization  which  imdertakes 
to  provide  (directly  or  through  arrange¬ 
ments  with  a  medical  or  dental  group)  | 
complete  dental,  medical,  or  optometric 
care,  or  any  combination  thereof.  It  may 
also  provide  health  insurance  to  mem¬ 
bers  or  subscribers  on  a  group  practice 
prepayment  basis. 

(2)  An  organization  established  for 
the  purpose  of  providing  dental,  medical, 
or  optometric  care  or  for  performing 
functions  related  to  such  care  through 
arrangements  for  the  use  of  the  group 
practice  facility  by  a  medical  or  dental 
group. 

(d)  “Medical  or  dental  group”  means 
a  partnership  or  other  association  of 
persons  licensed  to  practice  dentistry, 
medicine,  or  optometry  in  the  State  who, 
as  their  principal  professional  activity 
and  as  a  group  responsibility,  engage  in 
the  coordinated  practice  of  their  profes¬ 
sion  in  one  or  more  group  practice  fa¬ 
cilities.  The  group  shall  share  common 
overhead  expenses,  shall  jointly  estab¬ 
lish  medical  and  other  records,  and  shall 
jointly  use  substantial  portions  of  the 
equipment  and  the  services  of  profes¬ 
sional,  technical,  and  administrative 
staffs.  It  shall  be  composed  of  such  types 
of  professional  personnel  and  shall  make 
available  such  health  services  as  may  be 
required  to  meet  the  standards  pre¬ 
scribed  by  the  Commissioner. 

(e)  “Mortgage”  means  such  classes  of 
first  liens  as  are  commonly  given  to  se¬ 
cure  advances  on.  or  the  unpaid  purchase 
price  of.  real  estate  imder  the  laws  of 
the  State  in  which  the*  real  estate  Is 
located,  together  with  any  credit  instru¬ 
ment  or  instruments  secured  thereby. 
The  mortgage  may  be  in  the  form  of 
one  or  more  trust  mortgages  or  mortgage 
indentures  or  deeds  of  trust  securing 
notes,  bonds,  or  other  credit  instruments; 
and  by  the  same  instrument  or  by  a  sep¬ 
arate  Instrument,  it  may  create  a  secu¬ 
rity  Interest  in  initial  equipment  whether 
or  not  the  equipment  Is  attached  to  the 
realty. 

(f)  “Nonprofit  organization”  means  a 
corporation,  association,  foundation, 
trust,  or  other  organization  no  part  of 
the  net  earnings  of  which  may  lawfully 
inure  to  the  benefit  of  any  private  share¬ 
holder  or  individual.  The  provision  by 
a  nonprofit  organization  of  personal 
health  services  to  members  or  subscribers 
or  their  dependents  imder  a  plan  which 
may  also  provide  for  other  services  or 
Insurance  benefits,  shall  not  make  the 
organization  ineligible  under  this  defini¬ 
tion. 

(g)  “State”  includes  the  several  States, 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Virgin  Islands,  and  American 
Samoa. 

Preliminary  Examination 
§  24  1.3  Preliminary  examination. 

Prior  to  the  filing  of  an  application, 
the  sponsor  of  a  proposed  group  practice 
facility  may  request  and  shall  be  given 
an  analysis  of  the  project.  A  fee  of  $400 
shall  accompany  the  request  for  analysis. 
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Application,  Fees,  and  Charges  by 
Mortgagee 

§  244.10  Appliration  filing  and  required 
fee*- 

(a)  Application.  An  application  for  in¬ 
surance  of  a  mortgage  on  a  group  prac¬ 
tice  facility  shall  be  submitted  by  an  ap¬ 
proved  mortgagee  and  by  the  sponsors 
of  such  project  through  the  local  FHA 
office  on  an  approved  FHA  form. 

(b)  Application  fee.  An  application  fee 
of  $1.50  per  thousand  dollars  of  the 
amoimt  of  the  mortgage  applied  for  shall 
accompany  the  application. 

(c)  Commitment — (1)  Conditions  of 
commitment.  Upon  approval  of  an  appli¬ 
cation  for  insurance,  a  commitment  shall 
be  issued  by  the  Commissioner  setting 
forth  the  terms  and  conditions  upon 
which  the  mortgage  will  be  insured. 

(2)  Types  of  commitments.  The  com¬ 
mitment  may  provide  for  the  insurance 
of  advances  of  mortgage  money  made 
during  construction  or  may  provide  for 
the  insurance  of  the  mortgage  after  com¬ 
pletion  of  the  improvements. 

(3)  Term  of  commitment.  (1)  If  the 
commitment  fee  is  paid  as  required,  a 
commitment  shall  have  a  term  which  is 
determined  as  follows: 

(a)  A  commitment  to  Insure  advances 
shall  be  effective  for  a  period  of  not  more 
than  180  days  from  the  date  of  Issuance. 

(b)  A  commitment  to  Insure  upon 
completion  shall  be  effective  for  a  desig¬ 
nated  term  within  which  the  mortgagor 
is  required  to  begin  construction,  and  if 
construction  is  begun  as  required,  the 
commitment  shall  be  effective  for  such 
additional  period,  estimated  by  the  Com¬ 
missioner,  as  will  allow  for  completion  of 
construction. 

(ii)  The  term  of  a  commitment  may  be 
extended  in  such  manner  as  the  Commis¬ 
sioner  may,  from  time  to  time,  prescribe. 

(iii)  If  the  payment  of  a  commitment 
fee  is  not  received  by  the  Commissioner 
within  30  days  after  the  date  of  issuance 
of  a  commitment,  the  commitment  shall 
expire  on  the  30th  day. 

(d)  Commitment  fee.  A  commitment 
fee  which,  when  added  to  the  application 
fee,  will  aggregate  $3  per  thousand  dol¬ 
lars  of  the  face  amount  of  the  mortgage 
set  forth  in  the  commitment,  shall  be 
paid  within  30  days  after  the  date  of  the 
commitment. 

(e)  Inspection  fee.  The  commitment 
may  provide  for  the  payment  of  an 
inspection  fee  in  an  amount  not  to  exceed 
$5  per  thousand  dollars  of  the  commit¬ 
ment.  If  an  inspection  fee  is  required,  it 
shall  be  paid  as  follows: 

(1)  If  the  case  involves  the  insurance 
of  advances,  it  shall  be  paid  at  the  time 
of  Initial  endorsement. 

(2)  If  the  case  involves  Insurance 
upon  completion,  it  shall  be  paid  prior 
to  the  date  construction  is  begun. 

(f)  Fees  on  increases — (1)  Increase  in 
commitment  prior  to  endorsement.  Upon 
an  application,  filed  prior  to  initial  en¬ 
dorsement  (or  prior  to  endorsement  in  a 
case  involving  insurance  upon  comple¬ 
tion),  for  an  increase  in  the  amount  of 


an  outstanding  commitment,  an  addi¬ 
tional  application  fee  of  $1.50  per  thou¬ 
sand  dollars  computed  upon  the  amount 
of  the  increase  request^  shall  accom¬ 
pany  the  application.  Any  increase  in 
the  amount  of  a  commitment  shall  be 
subject  to  the  payment  of  an  additional 
commitment  fee  which,  when  added  to 
the  additional  application  fee,  will  ag¬ 
gregate  $3  per  thousand  dollars  of  the 
amount  of  the  increase.  The  additional 
commitment  fee  shall  be  paid  within  30 
days  after  the  date  of  the  Issuance  of  the 
amended  commitment.  If  the  additional 
commitment  fee  is  not  paid  within  30 
days,  the  commitment  for  the  increased 
amount  will  expire  and  the  previous 
commitment  will  be  reinstated.  If  an  in¬ 
spection  fee  was  required  in  the  original 
commitment,  an  additional  inspection 
fee  shall  be  paid  in  an  amount  not  to 
exceed  $5  per  thousand  dollars  of  the 
amount  of  Increase  in  commitment. 
Where  insurance  of  advances  are  in¬ 
volved,  the  additional  inspection  fee  shall 
be  paid  at  the  time  of  initial  endorse¬ 
ment.  Where  insurance  upon  comple¬ 
tion  is  involved,  the  additional  inspec¬ 
tion  fee  shall  be  paid  prior  to  the  date 
construction  is  begun  or  if  construction 
has  begun,  it  shall  be  paid  with  the  ap¬ 
plication  for  Increase. 

(2)  Increase  in  mortgage  between 
initial  and  final  endorsement.  Upon  an 
application,  filed  between  initial  and 
final  endorsement,  for  an  increase  in 
the  amount  of  the  mortgage,  either  by 
amendment  or  by  substitution  of  a  new 
mortgage,  an  additional  application  fee 
of  $1.50  per  thousand  dollars  computed 
on  the  amount  of  the  increase  requested 
shall  accompany  the  application.  The 
approval  of  any  Increase  in  the  amount 
of  the  mortgage  shall  be  subject  to  the 
payment  of  an  additional  commitment 
fee  which,  when  added  to  the  additional 
application  fee,  will  aggregate  $3  per 
thousand  dollars  of  the  amount  of  the 
increase  granted.  If  an  inspection  fee 
was  required  in  the  original  commitment, 
an  additional  Inspection  fee  shall  be  paid 
in  an  amount  not  to  exceed  $5  per  thou¬ 
sand  dollars  of  the  amount  of  the  in¬ 
crease  granted.  The  additional  commit¬ 
ment  and  inspection  fees  shall  be  paid 
within  30  days  after  the  increase  is 
granted. 

(3)  Loan  to  cover  operating  losses.  In 
connection  with  a  loan  to  cover  operating 
losses  during  the  first  two  years  follow¬ 
ing  completion  of  the  project,  a  combined 
application  and  commitment  fee  of  $3  per 
thousand  dollars  of  the  amount  of  the 
loan  applied  for  shall  be  submitted  with 
the  application  for  the  commitment.  No 
inspection  fee  shall  be  required. 

(g)  Reopening  of  expired  commit¬ 
ments.  An  expired  commitment  may  be 
reopened  if  a  request  for  reopening  is 
received  by  the  Commissioner  within  90 
days  of  the  expiration  of  the  commit¬ 
ment.  The  reopening  request  shall  be  ac¬ 
companied  by  a  fee  of  50  cents  per  thou¬ 
sand  dollars  of  the  amount  of  the  ex¬ 
pired  commitment.  A  commitment  which 
has  expired  because  of  failure  to  pay  the 
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commitment  fee  may  be  reopened  only 
upon  payment  of  the  comnUtment  fee 
and  the  reopening  fee.  If  the  reopening 
request  is  not  received  by  the  Commis¬ 
sioner  within  the  required  90-day  period, 
a  new  application,  accompanied  by  an 
application  fee,  must  be  submitted.  If  a 
(ommitment  for  an  increased  amount 
Ins  expired  because  of  failure  to  pay  an 
additional  commitment  fee  based  on  the 
amount  of  the  increase,  the  reopening 
fee  shall  be  computed  on  the  basis  of  the 
amount  of  the  commitment  increase 
rather  than  on  the  amount  of  the  orig¬ 
inal  commitment. 

(h)  Transfer  fee.  Upon  application  for 
approval  of  a  case  involving  the  trans¬ 
fer  of  physical  assets  or  involving  the 
substitution  of  mortgagors,  a  transfer 
fee  of  50  cents  per  thousand  dollars  shall 
be  paid  on  the  original  face  amount  of 
the  mortgage. 

(i)  Refund  of  fees.  If  an  application  is 
rejected  before  it  is  assigned  for  process¬ 
ing,  or  in  such  other  Instances  as  the 
Commissioner  may  determine,  the  entire 
application  fee  or  any  portion  thereof 
may  be  returned  to  the  applicant.  Com¬ 
mitment,  inspection  and  reopening  fees 
may  be  refunded,  in  whole  or  in  part,  if 
it  is  determined  by  the  Commissioner 
that  there  is  a  lack  of  need  for  the  hous¬ 
ing  or  that  the  construction  or  financing 
of  the  project  has  been  prevented  because 
of  condemnation  proceedings  or  other 
type  of  legal  action  taken  by  a  govern¬ 
mental  body  or  public  agency,  or  in  such 
other  instances  as  the  Commissioner  may 
determine.  A  transfer  fee  may  be  refund¬ 
ed  only  in  such  instances  as  the  Com¬ 
missioner  may  determine. 

§244.11  Maximum  fet'w  ami  rliarges 
by  mortgagee. 

The  mortgagee  may  collect  from  the 
mortgagor  the  amount  of  the  fees  pro¬ 
vided  for  in  this  subpart.  The  mortgagee 
may  also  collect  from  the  mortgagor  an 
initial  service  charge  in  an  amount  not 
to  exceed  2  percent  of  the  original  prin¬ 
cipal  amount  of  the  mortgage  to  reim¬ 
burse  the  mortgagee  for  the  cost  of 
closing  the  transaction.  Any  additional 
charges  or  fees  collected  from  the  mort¬ 
gagor  shall  be  subject  to  prior  approval 
of  the  Commissioner. 

§  2  41.12  Unavailaltilily  of  roiivriitiunal 
finanring. 

The  application  for  Insurance  shall  be 
accompanied  by  such  evidence  as  the 
Commissioner  may  require  to  establish 
that  the  mortagagor  or  sponsor  has  been 
imable  to  obtain  an  uninsured  mortgage 
loan  for  financing  the  proposed  project 
with  terms  comparable  to  those  pre¬ 
scribed  in  §S  244.30  through  244.50  for 
a  mortgage  Insured  under  this  subpart. 

§  241.13  ExU-nsion  of  roinniilnienl. 

When  the  mortgagee  has  failed  to  take 
action  within  the  period  of  time  required 
in  order  to  prevent  the  expiration  of  a 
commitment  or  In  order  to  reopen  an 
expired  commitment,  the  Commissioner 
may  extend  such  period  and  may  retro¬ 
actively  reinstate  or  reopen  such  com¬ 
mitment. 


Eligible  Mortgagors 
§  2  14.20  Eligible  niorIgagurH. 

In  order  to  be  eligible  as  a  mortgagor 
under  this  subpart,  the  applicant  shall 
establish  to  the  satisfaction  of  the  Com¬ 
missioner  that  it  qualifies  as  a  group 
practice  unit  as  that  term  Is  defined  in 
§  244.1(c). 

Eligible  Mortgagees 
§  2  14.23  QuuUneations  for  lenders. 

The  provisions  of  §§  203.1  through 
203.4  of  this  chapter  and  §  §  203.6  through 
203.9  of  this  chapter  shall  govern  the 
eligibility,  qualifications  and  require¬ 
ments  of  mortgagees  under  this  subpart. 

Maximttm  Mortgage  Amounts 

§211.30  Maximum  mortgage  aiiioiitils— 
dollar  limitation. 

The  mortgage  shall  Involve  a  principal 
obligation  not  In  excess  of  $5  million. 

§  214.32  Maximum  mortgage  umoiiiit — 
loan  to  value  limitation. 

In  addition  to  meeting  the  dollar  lim¬ 
itation  set  forth  in  §  244.30,  the  mort¬ 
gage  shall  involve  a  principal  obligation 
not  in  excess  of  90  percent  of  the  Com¬ 
missioner's  estimate  of  the  replacement 
cost  of  the  property  when  construction 
or  rehabilitation  is  completed.  The  cost 
of  the  property  may  include  the  land  and 
proposed  physical  improvements,  equip¬ 
ment,  utilities  within  the  boundaries  of 
the  property,  architect’s  fees,  taxes,  and 
interest  accruing  during  construction, 
and  other  miscellaneous  charges  ap¬ 
proved  by  the  Commissioner  as  incident 
to  the  construction  or  rehabilitation. 

§  244.35  AdjuMc^  morigagr  ani(tiinl — 
rehabilitation  projects. 

In  addition  to  meeting  the  dollar  and 
loan-to-value  limitations  set  forth  In 
§§  244.30  and  244.32,  a  mortgage  fi¬ 
nancing  the  rehabilitation  of  existing 
Improvements  shall  be  subject  to  the 
following  additional  limitations: 

(a)  Property  held  unencumbered.  If 
the  mortgagor  Is  the  fee  simple  owner 
of  the  property  and  the  ownership  is  not 
encumbered  by  an  outstanding  indebted¬ 
ness,  the  mortgage  shall  not  exceed  100 
percent  of  the  Commissioner’s  estimate 
of  the  cost  of  the  proposed  rehabilitation. 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  prop¬ 
erty  subject  to  an  outstanding  Indebted¬ 
ness,  which  is  to  be  refinanced  with  part 
of  the  Insured  mortgage,  the  mortgage 
shall  not  exceed  the  total  of  the 
following: 

(1)  The  Commissioner’s  estimate  of 
the  cost  of  rehabilitation,  plus 

(2)  Such  portion  of  the  outstanding 
Indebtedness  as  does  not  exceed  90  per¬ 
cent  of  the  Commissioner’s  estimate  of 
the  fair  market  value  of  such  land  and 
Improvements  prior  to  rehabilitation. 

(c)  Property  to  be  acquired.  If  the 
property  is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  Ls  to  be 
financed  with  a  part  of  the  insured 
mortgage,  the  mortgage  shall  not  exceed 
90  percent  of  the  total  of  the  following: 


(1)  The  Commissioner’s  estimate  of 
the  cost  of  rehabilitation,  plus 

(2)  ’The  actual  purchase  price  of  the 
land  and  Improvements  or  the  Commis¬ 
sioner’s  estimate  (prior  to  rehabilitation) 
of  the  fair  market  value  of  such  land  and 
improvements,  whichever  Is  the  lesser. 

§211.37  Retlurotl  niorigage  aiiioiiiil— 
leax'liolds. 

In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  w'hich  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  reduced 
by  an  amount  equal  to  the  capitalized 
value  of  the  ground  rent. 

§  2  14..38  Loans  to  r«>ver  2-y«'ar  o|>«‘ral- 
ing  loss. 

(a)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during 
the  first  2  years  following  completion  of 
the  project,  he  may.  In  his  discretion, 
accept  for  Insurance  under  this  part,  a 
loan  to  cover  such  loss.  For  the  purposes 
of  this  section,  an  operating  loss  shall 
occur  when  the  Commissioner  deter¬ 
mines  that  the  total  of  the  taxes,  inter¬ 
est  on  the  mortgage  debt,  mortgage  in¬ 
surance  premiums,  hazard  Insurance 
premiums,  and  the  expense  of  mainte¬ 
nance  and  operation  of  the  project  (ex¬ 
cluding  depreciation)  exceecis  the  proj¬ 
ect  Income. 

(b)  Security  instrument.  Tlie  loan 
shall  be  secured  by  an  instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the  proj¬ 
ect  is  located. 

(c)  Maximum  interest  rate.  The  loan 
may  bear  interest  at  such  rate  as  may 
be  agreed  upon  by  the  mortgagee  and 
the  mortgagor,  but  in  no  case  shall  such 
rate  exceed  the  rate  In  effect  under 
§  244.45  on  the  date  the  commitment  is 
issued.  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
then  outstanding. 

(d)  Mofurify.  The  loan  shall  be  limited 
to  a  term  not  exceeding  the  imexplred 
term  of  the  original  mortgage. 

§  244. 10  Murtgago  provisions. 

All  of  the  provisions  of  §  207.3  of  this 
chapter  apply  to  mortgages  insured 
imder  this  subpart.  These  provisions 
prescribe  the  mortgage  form  and  the 
obligation  of  the  mortgagee  for  disburs¬ 
ing  the  mortgage  proceeds. 

Eligible  Mortgages 
§  21  1.1.3  Maxiiiiiim  interest  rat<‘. 

(a)  The  mortgage  shall  bear  interest 
at  the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  w’hich  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  issued  by  the 
Secretary  before  February  18,  1971,  or 
an  application  for  commitment  w’as  re¬ 
ceived  by  the  Secretary  before  Febru¬ 
ary  18.  1971,  the  mortgage  may  bear 
interest  at  the  maximum  rate  in  effect 
at  the  time  of  issuance  of  the  letter  or 
receipt  of  the  application. 
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(b)  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
amount  of  the  mortgage  outstanding  on 
the  due  date  of  each  installment. 

§2il.i7  Muxinium  mortgage  maturity. 

The  mortgage  shall  have  a  maturity 
not  to  exceed  25  years  from  the  date  of 
the  beginning  of  amortization  of  the 
mortgage,  and  shall  contain  amortiza¬ 
tion  or  sinking  fund  provisions  .satis¬ 
factory  to  the  Commissioner. 

§  21 1.30  Payment  requirements. 

The  mortgage  shall  provide  for  pay¬ 
ments  on  the  first  day  of  each  month 
on  account  of  interest  and  for  payments 
to  principal  in  accordance  with  an  tonor- 
tlzation  plan  or  sinking  fund  provisions 
agreed  upcm  by  the  mortgagor,  the  mort¬ 
gagee  and  the  Commissioner. 

§  2 11. .32  Application  of  payments. 

All  payments  to  be  made  by  the  mort¬ 
gagor  to  the  mortgagee  shall  be  added 
together  and  the  aggregate  amount 
thereof  shall  be  paid  by  the  mortgagor 
each  month  in  a  single  pasunent.  The 
mortgagee  shall  apply  each  payment  re¬ 
ceived  to  the  following  items  in  the  or¬ 
der  set  forth: 

(a)  Premium  charges  under  the  con¬ 
tract  of  insurance. 

(b)  Ground  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard  in¬ 
surance  premiums. 

(c)  Interest  on  the  mortgage. 

(d)  Amortization  of  the  principal  of 
the  mortgage. 

§  2 11.55  Aeeumulalion  of  accruals. 

All  of  the  provisions  of  i  207.12  of  this 
chapter  apply  to  mortgages  insured  un¬ 
der  this  subpart.  These  provisions  re¬ 
late  to  payments  to  be  made  by  the 
mortgagor  to  be  accumulated  by  the 
mortgagee  for  paying  the  annual  mort¬ 
gage  Insurance  premium,  ground  rents, 
taxes,  water  rates,  special  assessments, 
and  fire  and  other  hazard  insurance 
premiums. 

§  214.57  Mortgage  eonvenants. 

The  mortgage  shall  contain  covenants 
relating  to  liens,  property  insmance,  and 
use  of  property  as  prescribed  in  S§  207.9, 
207.10  and  207.16  of  this  chapter. 

§  241.58  Racial  restriction  eovenaiit. 

Under  the  mortgage  instrument,  the 
mortgagor  shall  covenant  that  tmtil  the 
mortgage  has  been  paid  in  full,  or  the 
contract  of  insurance  otherwise  termi¬ 
nated,  he  will  not  execute  or  file  for 
record  any  instrument  which  imposes  a 
restriction  upon  the  sale  or  use  of  the 
mortgaged  property  on  the  basis  of  race, 
color,  or  creed.  This  covenant  shall  be 
binding  upon  the  mortgagor  and  his  as¬ 
signs  and  shall  provide  that  upon  viola¬ 
tion  thereof,  the  mortgagee  may,  at  its 
option,  declare  the  unpaid  balance  of  the 
mortgage  immediately  due  and  payable. 

§  2 11.60  Issuance  of  bonds  secured  by 
trust  indenture. 

AU  of  the  provisions  of  S  207.15  of  this 
chapter  apply  to  mortgages  insured  tm- 
der  this  subpart.  These  provisions  re- 
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late  to  the  issuance  of  bonds  secured  by 
a  trust  indenture. 

§  2 11.62  Mortgage  lien. 

The  mortgagor  shall  certify  at  the 
final  endorsement  of  the  mortgage  for 
insurance  as  to  each  of  the  following: 

(a)  That  the  mortgage  is  the  first  lien 
upon  arfd  covers  the  entire  project  in¬ 
cluding  the  equipment  financed  with 
mortgage  proceeds. 

(b)  That  the  property  upon  which  the 
Improvement  have  been  made  or  con¬ 
structed,  and  the  equipment  financed 
with  mortgage  proceeds,  are  free  and 
clear  of  all  liens  other  than  the  Insured 
mortgage  and  such  other  liens  as  may 
be  approved  by  the  Commissioner. 

(c)  That  the  certificate  sets  forth  all 
unpaid  obligations  in  connection  with 
the  mortgage  transaction,  the  purchase 
of  the  mortgaged  property,  the  construc¬ 
tion  or  rehabilitation  of  the  project  or 
the  purchase  of  the  equipment  financed 
with  mortgage  proceeds. 

§  241.65  Prepaytnrni  privilege,  pre¬ 
payment  and  late  charges. 

(a)  Prepayment  privilege.  The  mort¬ 
gage  indebtedness  shall  not  be  prepaid  in 
full  and  the  Commissioner’s  controls 
shall  not  be  terminated  unless  the  Com¬ 
missioner  gives  his  prior  consent  to  such 
prepayment. 

(b)  Prepayment  charge.  The  mortgage 
may  contain  a  provision  for  such  addi¬ 
tional  charge,  in  the  event  of  prepayment 
of  principal,  as  may  be  agreed  upon  be¬ 
tween  the  mortgagor  and  the  mortgagee. 
However,  the  mortgagor  shall  be  per¬ 
mitted  to  prepay  up  to  15  percent  of  the 
original  principal  amoimt  of  the  mort¬ 
gage  in  any  one  calendar  year  without 
any  such  additional  charge.  Any  reduc¬ 
tion  in  the  original  principal  amount  of 
the  mortgage  resulting  from  the  certifi¬ 
cation  of  cost  requirements  shall  not  be 
construed  as  a  prepayment  of  the 
mortgage. 

(c)  Late  charge.  The  mortgage  may 
provide  for  the  collection  by  the  mort¬ 
gagee  of  a  late  charge,  not  to  exceed  two 
cents  for  each  dollar  of  each  payment  to 
interest  or  principal  more  than  15  days 
in  arrears,  to  cover  the  expense  Involved 
in  handling  delinquent  payments.  Late 
charges  shall  be  separately  charged  to 
and  collected  from  the  mortgagor  and 
shall  not  be  deducted  from  any  aggre¬ 
gate  monthly  payment. 

§  241.67  Insured  advunees— building 

loan  agreement. 

Prior  to  the  initial  endorsement  of  the 
mortgage  for  insurance,  the  mortgagor 
and  the  mortgagee  shall  execute  a  build¬ 
ing  loan  agreement,  approved  by  the 
Commissioner,  setting  forth  the  terms 
and  conditions  under  which  prepress 
payments  may  be  advanced  during  con¬ 
struction.  To  be  covered  by  mortgage  in¬ 
surance.  each  progress  payment  shall  be 
approved  by  the  Commissioner. 

Wage  Standards 

§  211.70  Prevailing  wage  requirements. 

Any  contract,  subcontract,  or  building 
loan  agreement  executed  for  the  per¬ 


formance  of  construction  of  the  project 
shall  contain  provisions  requiring  com¬ 
pliance  with  all  applicable  regtilations  of 
the  Secretary  of  Labor  relating  to  the 
payment  of  prevailing  wages.  In  addi¬ 
tion,  a  requirement  shall  be  included  that 
each  laborer  or  mechanic  employed  on 
the  project  receive  compensation  at  a 
rate  not  less  than  one  and  one-half  times 
his  basic  rate  of  pay  for  all  work  time,  in 
excess  of  8  hours  during  any  workday  or 
in  excess  of  40  hours  during  any  w'ork- 
week. 

§  244.72  Prevailing  wage  determina¬ 
tion. 

After  the  filing  of  the  application  for 
Insurance  and  prior  to  the  beginning  of 
construction,  the  Commissioner  shall  ob¬ 
tain  from  the  Secretary  of  Labor  a  de¬ 
termination  as  to  the  wages  prevfdllng 
for  the  various  classes  of  laborers  and 
mechanics  in  the  area  where  the  project 
is  to  be  constructed. 

§244.75  Ineligible  cunlrarts. 

(a)  Contracts  relating  to  the  construc¬ 
tion  of  the  project  shall  not  be  made  with 
a  general  contractor  or  a  subcontractor 
(or  any  firm,  corporation,  partnership, 
or  association  in  which  such  contractor 
or  subcontractor  has  a  substantial  inter¬ 
est)  ,  the  name  of  which  is  on  the 
ineligible  list  of  contractors  or  subcon¬ 
tractors  established  by  the  Commissioner 
or  by  the  Comptroller  General  wider  the 
applicable  regulations  of  the  Secretary 
of  Labor. 

(b)  If  the -Commissioner  determines 
that  a  contract  has  been  made  contrary 
to  the  requirements  of  paragraph  (a)  of 
this  section  and  so  notifies  the  mort¬ 
gagee.  the  Commissioner  may  refuse  to 
Insure  any  subsequent  advances  of  mort¬ 
gage  proceeds. 

§211.77  Wage  c'crlifirale. 

No  advance  imder  the  mortgage  shall 
be  eligible  for  insurance  imless  there  is 
filed  with  the  application  for  such  ad¬ 
vance  a  wage  certificate  as  required  by 
the  Commissioner.  The  certificate  shall 
state  that  the  laborers  and  mechanics 
employed  in  the  construction  of  the  proj¬ 
ect  have  been  paid  not  less  than  the  pre¬ 
vailing  wages  determined  by  the  Secre¬ 
tary  of  Labor  and  any  overtime  wages 
at  a  rate  not  less  than  one  and  one-half 
times  the  basic  rate  of  pay  for  all  work 
time,  in  excess  of  8  hours  during  any 
workday,  or  in  excess  of  40  hours  during 
any  workweek. 

Funds  and  Finances 

§  2 1 1.85  Fundi«  and  finanre-.— dopuMilfl 
and  letters  of  credit. 

(a)  Deposits.  Where  the  Commis¬ 
sioner  requires  the  mortgagor  to  make  a 
deposit  of  cash  or  securities,  such  deposit 
shall  be  with  the  mortgagee  or  a  deposi¬ 
tory  acceptable  to  the  mortgagee.  The 
deposit  shall  be  held  by  the  mortgagee  in 
a  special  account  or  by  the  depository 
under  an  appropriate  agreement  ap¬ 
proved  by  the  Commissioner. 
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(b)  Letter  of  credit.  Where  a  letter 
of  credit  is  acceptable  to  the  CcHxunls- 
sioner  In  lieu  of  deposit  of  cash  or  secu¬ 
rities,  the  letter  of  credit  shall  be  uncon¬ 
ditional  and  Irrevocable.  The  letter  of 
credit  shall  be  Issued  to  the  mortgagee 
by  a  banking  Institution,  The  mort¬ 
gagee  shall  be  responsible  to  the  Com¬ 
missioner  for  collection  imder  the  letter 
of  credit.  In  the  event  a  demand  fox 
pajnnent  under  the  letter  of  credit  Is  not 
immediately  met,  the  mortgagee  shall 
forthwith  provide  a  cash  deposit  equiva¬ 
lent  to  the  undrawn  balance  of  the  letter 
of  credit. 

§  244.87  Funds  and  finances  offsite 
utilities  and  streets. 

The  Commissioner  shall  require  assur¬ 
ance  of  completion  of  offsite  public  util¬ 
ities  and  streets  in  all  cases,  except  where 
a  municipality  or  other  public  body  has 
by  agreement  (acceptable  to  the  Com¬ 
missioner)  agreed  to  install  such  util¬ 
ities  and  streets  without  cost  to  the 
mortgagor.  Where  such  assurance  is  re¬ 
quired,  it  shall  be  either  in  the  form  of 
a  cash  escrow  deposit  or  the  retention 
of  a  specified  amount  of  mortgage  pro¬ 
ceeds  by  the  mortgagee.  If  a  cash  escrow 
is  used,  it  shall  be  deposited  with  the 
mortgagee  or  with  an  acceptable  trustee 
or  escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  used, 
the  mortgagee  shall  retain  under  terms 
approved  by  the  Commissioner,  rather 
than  disburse  at  the  initial  closing  of  the 
mortgage,  a  portion  of  the  mortgage  pro¬ 
ceeds  allocated  to  land  in  the  project 
analysis.  As  additional  assurance,  the 
Commissioner  may  also  require  a  surety 
company  bond  or  bonds. 

§  244.90  Funds  and  finances — insured 
advances — general  requirements. 

(a)  Establishment  of  funds.  If  the 
commitment  provides  for  insurance  of 
advances  during  construction,  the  mort¬ 
gagor  shall,  prior  to  initial  endorsement, 
make  each  of  the  following  deposits: 

(1)  An  amount  determined  by  the 
Conunlssioner  as  sufBclent  (when  added 
to  the  proceeds  of  the  insured  mortgage) 
to  assure  completion  of  the  project  and 
to  pay  the  initial  service  charge,  the 
carrying  charges,  and  the  legal  and  or¬ 
ganization  expenses  incident  to  the  proj¬ 
ect.  The  dec>osit  shall  be  in  cash  and 
shall  be  held  by  the  mortgagee  under 
an  appropriate  agreement,  approved  by 
the  Commissioner,  requiring  that  prior 
to  the  advance  of  any  mortgage  money, 
all  the  cash  be  disbursed  for  work  and 
material  on  the  physical  Improvements, 
and  for  any  other  charges  and  expenses 
which  are  payable. 

(2)  An  amoimt  representing  all  fees 
and  charges  to  be  paid  by  the  mortgagor 
in  connection  with  financing  which  are 
In  excess  of  the  initial  service  charge  and 
which  have  been  approved  by  the  Com¬ 
missioner. 

(b)  Deposit  and  use  of  funds.  Unless 
other  arrangements  acceptable  to  the 
Commissioner  are  made,  the  funds  re¬ 
ferred  to  in  paragraph  (a)  of  this  sec¬ 


tion  shall  be  subject  to  the  provisions  of 
§  244.85(a). 

(c)  Letter  of  credit.  The  mortgagee 
may  accept,  in  lieu  of  a  cash  deposit 
required  by  paragraph  (a)(2)  of  this 
section,  a  letter  of  credit  as  provided  in 
§  244.85(b). 

§  24*1.92  Funds  and  finances — insured 
advances — working  capital. 

(a)  The  amount  of  working  capital,  if 
any,  required  by  the  Commissioner  to  be 
deposited  by  the  mortgagor  with  the 
mortgagee  or  in  a  depository  satisfactory 
to  the  mortgagee  and  under  its  control, 
shall  not  exceed  2  percent  of  the  original 
amount  of  the  mortgage.  Disbursement 
from  such  deposit  shall  be  made  only  in 
a  manner  prescribed  by  the  Conunls- 
sloner. 

(b)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraph 
(a)  of  this  section,  an  uncon^tlonal  ir¬ 
revocable  letter  of  credit  issued  to  the 
mortgagee  by  a  banking  institution.  In 
the  event  a  demand  under  the  letter  of 
credit  is  not  immediately  met.  the  mort¬ 
gagee  shall  forthwith  provide  cash  equiv¬ 
alent  to  the  undrawn  balance  there¬ 
under. 

§  244.9.'>  Funds  and  finances — insured 
advances — assurance  of  ranipletion. 

(a)  In  general.  The  mortgagor  shall 
furnish  assurance  of  completion  of  the 
project,  in  the  form  of  a  personal 
indemnity  agreement,  a  smety  company 
bond  or  bonds,  a  cash  escrow  deposit,  or 
a  letter  of  credit,  as  required  by  the 
Conunlssioner.  The  types  of  assurance 
to  be  furnished  are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $200,000  or 
less,  assurance  will  be  accepted  in  the 
form  of  a  personal  indemnity  agree¬ 
ment  executed  by  the  principal  ofBcers, 
directors,  stockholders,  or  partners  or 
individuals  operating  as  the  general 
contractor. 

(2)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  more  than 
$200,000  or  where  such  cost  is  less  than 
$200,000  and  a  personal  indemnity 
agreement  is  not  executed,  assurance 
shall  be  by  a  surety  company  bond  or 
bonds,  a  cash  escrow  deposit,  or  a  letter 
of  credit,  the  amoimt  of  which  shall  be 
prescribed  by  the  CoixuiUssloner. 

(b)  Indemnity  agreement  and  bond 
requirements.  The  personal  indemnity 
agreement  and  the  bonds  shall  be  on 
forms  approved  by  the  Commissioner. 
The  surety  company  executing  a  bond 
must  be  satisfactory  to  the  Commis¬ 
sioner. 

(c)  Escrow  deposit  requirements.  The 
escrow  deposit  shall  consist  of  cash,  se¬ 
curities  of  the  United  States,  or  securities 
which  are  fully  guaranteed  by  the  United 
States  as  to  principal,  except  that  FHA 
debentures  may  not  be  used  for  such 
purpose.  The  deposit  shall  meet  the  re¬ 
quirements  of  §  244.86(a). 

(d)  Letter  of  credit  requirements. 
The  letter  of  credit  shall  meet  the  re¬ 
quirements  of  §  244.85(b). 


Supervision  of  Mortgagor 

§  244.100  Supervision  of  mortgagor- 
form  of  regulation. 

The  Commissioner  may  regulate  and 
restrict  the  mortgagor  as  long  as  the 
Commissioner  is  the  insurer  or  lein- 
surer  of  the  mortgage  or  while  the  Secre¬ 
tary  is  the  holder  of  the  mortgage.  Such 
regulation  or  restriction  may  be  in  the 
form  of  a  regulatory  agreement,  corpo¬ 
rate  charter  or  such  other  means  as  the 
Conunlssioner  approves. 

§  244.102  Supervision  of  mortgagor — 
maintenance  of  project. 

The  mortgagor  shall  maintain  the 
project’s  grounds  and  buildings  and  the 
equipment  financed  with  mortgage  pro¬ 
ceeds  in  good  repair.  It  shall  promptly 
complete  such  repairs  and  maintenance 
as  the  Commissioner  considers  necessary 
and  required. 

§  244.105  Supervision  of  mortgagor- 
books  and  accounts. 

The  books  and  accounts  of  the  mort¬ 
gagor  relating  to  the  operation  of  the 
physical  facilities  of  the  project  (exclu¬ 
sive  of  the  books  and  records  relating  to 
the  group  practice  of  medicine,  dentistry, 
or  optometry)  shall  be  established  and 
maintained  in  a  manner  satisfactory  to 
the  Commissioner.  They  shall  be  kept 
in  accordance  with  the  requirements  of 
the  Commissioner  so  long  as  the  mort¬ 
gage  is  insured  by  the  Commissioner  or 
the  mortgage  is  held  by  the  Secretary. 
The  mortgagor  shall  file  with  the  Com¬ 
missioner  such  financial  reports  as  the 
Commissioner  may  require. 

§  244.107  Supervision  of  mortgagor- 
inspection  of  facilities  by  Commie- 
sioner. 

The  mortgagor’s  property,  equipment, 
buildings,  plans,  offices,  apparatus,  de¬ 
vices,  books,  contracts,  records,  docu¬ 
ments,  and  papers  relating  to  the  opera¬ 
tion  of  the  physical  facilities  of  the  proj¬ 
ect  (exclusive  of  the  books  and  records 
relating  to  the  group  practice  of  medi¬ 
cine,  dentistry  or  optometry)  shall  be 
subject  to  inspection  and  examination  by 
the  Commissioner  or  his  duly  authorized 
representative  at  all  reasonable  times. 

§  244.110  Supervision  of  mortgagor- 
control  over  surplus  casb. 

Surplus  cash  acquired  by  the  mort¬ 
gagor  from  the  operation  of  the  project 
may  be  used  only  for  such  specific  pur¬ 
poses  as  may  be  approved  by  the  Com¬ 
missioner.  'The  term  “surplus  cash”  as 
used  in  this  section  shall  mean  the  cash 
legally  available  and  remaining  after  the 
payment  and  allocation  of  funds  as 
follows: 

(a)  The  payment  of  each  of  the 
following: 

(1)  Sums  currently  due  under  the 
terms  of  the  mortgage  or  note  Insured 
by  the  Commissioner  or  held  by  the 
Secretary. 

(2)  Amounts  required  to  be  deposited 
in  the  Reserve  Fund  for  Replacements. 
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(3)  Outstanding  obligations  of  the 
mortgagor  arising  out  of  the  operation 
of  the  project  other  than  those  arising 
out  of  the  mortgage  indebtedness,  unless 
fimds  for  payment  have  been  set  aside 
or  deferment  of  pasunent  has  been  ap¬ 
proved  by  the  Commissioner. 

(b)  The  allocation  and  placement  In 
a  separate  account  of  an  amount  equal 
to  the  siggregate  of  all  special  funds  re¬ 
quired  to  be  maintained  by  the  project. 

§21-1.112  Supervision  of  mortgagor — 
fund  for  rrplarcnients. 

The  mortgagor  shall  deposit  and 
maintain  with  the  mortgagee  a  reserve 
fund  for  replacements.  The  amount 
and  t3i>e  of  such  fund  and  the  condi¬ 
tions  under  w’hlch  it  shall  be  accumu¬ 
lated,  replenished,  and  used,  shall  be 
specified  in  the  regulatory  agreement, 
corporate  charter,  or  in  such  other  docu¬ 
ment  as  the  Commissioner  may  require. 

§  214.1 15  Rental  of  facilities. 

Where  the  mortgagor  rents  the  group 
practice  facilities  to  a  medical  or  dental 
group,  the  terms  of  the  lease  and  the 
amount  of  rental  charge  shall  be  sub¬ 
ject  to  the  approval  of  the  Commissioner. 
Provision  shall  be  Included  in  the  lease 
for  an  annual  review  of  the  rental  charge 
and  for  adjustments  to  increase  or  de¬ 
crease  such  rental  charge  with  the  ap¬ 
proval  of  the  Commissioner.  The  mo^ 
gagor  shall  make  an  annual  report  to  the 
Commissioner  as  to  its  financial  status 
and  adjustments  in  the  annual  rental 
diall  be  made  only  with  the  approval  of 
the  Commissioner. 

Property  Requirebients 
§  244.120  Eligibility  of  property. 

A  mortgage  to  be  eligible  for  Insurance 
sbA.ll  cover  real  estate  in  which  the  mort¬ 
gagor  has  one  of  the  following  interests; 

(a)  A  fee  simple  title. 

(b)  A  lease  for  not  less  than  99  years 
which  Is  renewable. 

(c)  A  lease  having  a  term  of  not  less 
than  75  years  to  run  from  the  date  the 
mortgage  Is  executed. 

(d)  A  lease  executed  by  a  govern¬ 
mental  agency  or  an  Indian  or  an  Indian 
tribe  fdr  the  maximum  term  conslstmt 
with  the  legal  authority  for  the  execu¬ 
tion  of  such  lease,  provided  that  the  term 
of  any  such  lease  shall  run  for  a  period 
of  not  less  than  50  years  from  the  date 
the  mortgage  is  executed. 

§  244.122  Special  property  require¬ 
ments. 

The  project  shall  be  designed  for  use 
as  a  group  practice  facility  which  the 
Commissioner  finds: 

(a)  Will  be  constructed  in  an  econom¬ 
ical  manner. 

(b)  Will  not  be  of  elaborate  or  ex¬ 
travagant  design  or  materials. 

(c)  Will  provide  adequate  and  suitable 
facilities  for  the  group  practice  of  medi¬ 
cine,  optometry,  or  dentistry. 

S  244.125  Zoning,  deed  or  building  ro- 
strictiona. 

The  project  when  completed  shall  not 
violate  any  material  zoning  or  deed  re- 
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strictions  applicable  to  the  project  site, 
and  shall  comply  with  all  applicable 
building  and  other  governmental  regu¬ 
lations  and  requirements. 

§  244.127  Discrimination  prohibited. 

Any  contract  or  subcontract  executed 
for  the  construction  or  rehabilitation  of 
the  project  shall  contain  a  provision  that 
there  shall  be  no  discrimination  against 
any  employee,  or  applicant  for  employ¬ 
ment  because  of  race,  color,  creed,  or 
national  origin.  Where  the  mortgagor 
is  the  general  contractor,  the  building 
loan  agreement  shall  contain  the  same 
provision  against  discrimination. 

Cost  Certification 

§  244.14d  Certification  of  cost  require¬ 
ments. 

(a)  Prior  to  initial  endorsement  of 
the  mortgage  for  Insurance,  the  mortga¬ 
gor,  the  mortgagee  and  the  Commis¬ 
sioner  shall  enter  into  an  agreement 
approved  by  the  Cwnmlssloner  for  the 
purpose  of  limiting  the  outstanding 
principal  balance  of  the  mortgage,  at  the 
time  of  final  endorsement,  to  the  statu¬ 
tory  limitations  based  on  the  actual  cost 
of  the  project.  The  agreement  shall  re¬ 
quire  the  mortgagor  to  do  each  of  the 
following : 

(1)  Disclose  Its  relationship  Including 
any  collateral  agreements  with  the  gen¬ 
eral  contractor,  the  subcontractor,  and 
the  suppliers. 

(2)  Enter  into  a  construction  contract 
with  the  general  contractor  in  a  form 
meeting  the  requirements  of  S  244.145. 

(3)  Execute  a  certificate  of  actual 
costs  upon  completion  of  the  construc¬ 
tion. 

(4)  Reduce  the  outstanding  principal 
balance  of  the  mortgage  by  iqiplylng 
thereto  any  excess  of  mortgage  proceeds 
over  statutory  limitations  based  on  ac¬ 
tual  costs. 

§  244.1-42  Certifirule  as  to  subcontracts. 

If  the  Commissioner  determines  that 
the  mortgagCM*  or  any  of  its  officers,  di¬ 
rectors,  stockholders,  partners,  or  bene¬ 
ficiaries  have  an  interest  (financial  or 
otherwise)  in  a  subcontractor  or  ma¬ 
terial  supplier,  the  mortgagor  shall 
certify  (at  such  times  and  in  such  form 
as  may  be  prescribed  by  the  (Commis¬ 
sioner  prior  to  final  endorsement  of  the 
mortgage  for  insurance)  that  the 
amounts  paid  to  such  subcontracts  or 
material  supplier  were  not  jnore  than  the 
rate  being  pedd  in  the  locality  for  simi¬ 
lar  tirpe  labor  and  materials. 

§  2-44.1-45  Form  of  contract. 

A  cost-plus  form  of  contract  between 
the  mortgagor  and  Uie  general  contrac¬ 
tor  shall  be  used  unless  it  is  established 
to  the  Commissioner’s  satisfaction  that 
such  form  is  not  required  to  protect  his 
interests  and  the  Interests  of  the  mort¬ 
gagor,  in  which  case  a  lump  sum  contract 
may  be  used. 

§  244.147  Certificate  of  actual  costs. 

Upon  completion  of  the  project  to  the 
satisfaction  of  the  Commissioner  and 
prior  to  final  endorsement,  the  mortgagor 


shall  submit  a  certificate  showing  the 
actual  costs  of  the  project  to  the  mort¬ 
gagor.  The  certificate  shall  be  in  a 
form  prescribed  by  the  Commissioner. 

§  24-4.150  Certificate  of  actual  costs — 
general  contractor’s  costs. 

Upon  completion  of  the  project  to  the 
satisfaction  of  the  Commissioner  and 
prior  to  final  endorsement,  the  general 
contractor  shall  submit  a  certificate  of 
actual  costs  in  a  form  prescribed  by  the 
Commissioner. 

§  2-44.152  Certificate  of  actual  cosIh^— 
subcontractor’s  costs. 

Where  the  subcontractor,  material 
supplier,  or  equivalent  lessor  have  an 
identity  of  interest  either  with  the  mort¬ 
gagor  or  the  general  contractor,  the 
Commissioner  may  require  the  mortga¬ 
gor  to  submit  a  certificate  showing  the 
actual  cost  of  the  labor,  supplies,  or 
equipment  furnished  to  the  project  by 
any  one  or  all  of  such  entities.  The  cer¬ 
tificate  shall  be  In  a  form  prescribed  by 
the  Commissioner. 

§  241.155  Records. 

The  mortgagor  shall  keep  and  main¬ 
tain  adequate  records  of  all  construc¬ 
tion  costs,  or  other  cost  Items  not  repre¬ 
senting  work  under  the  general  contract 
and  shall  require  the  general  contractor 
to  keep  similar  records.  Upon  request 
by  the  Commissioner,  such  records,  to¬ 
gether  with  any  collateral  agreements, 
^all  be  made  available  for  examination. 

§244.157  Adjustment  of  cost — con¬ 
struction. 

In  the  case  of  new  construction.  In 
order  to  give  effect  to  land  value,  the  ag¬ 
gregate  amount  shown  in  the  certificate 
of  actual  costs  shall  be  adjusted,  prior  to 
final  endorsement,  as  follows: 

(a)  Land  held  in  fee.  Where  the  land 
Included  in  the  mortgage  security  is 
owned  In  tee  by  the  mortgagor,  the  Com¬ 
missioner’s  estimate  of  the  fair  market 
value  of  such  land  prior  to  the  beginning 
of  construction  shall  be  added  to  the 
total  cost  shown  in  the  certificate. 

(b)  Land  held  under  leasehold. 
Where  the  land  Included  in  the  mort¬ 
gage  security  is  held  by  the  mortgagor 
under  a  leasehold,  the  expense  of  acquir¬ 
ing  the  leasehold  may  be  added  to  the 
aggregate  amount  shown  in  the  certifi¬ 
cate  of  actual  costs.  The  amount  added 
shall  be  limited  to  the  Commissioner’s 
estimate,  prior  to  the  beginning  of  con¬ 
struction,  of  the  fair  market  value  of  the 
leasehold  or  other  interest. 

§  244.160  Ailjusiment  of  ru«I — reliabili- 
lation. 

In  the  case  of  repair  or  rehabilitation, 
in  order  to  give  effect  to  land  value,  the 
aggregate  amount  shown  in  the  certifi¬ 
cate  of  actual  costs  shall  be  adjusted, 
prior  to  final  endorsement,  as  follows: 

(a)  Property  already  ovoned.  Where 
no  part  of  the  proceeds  of  the  mortgage 
is  to  be  used  to  finance  the  purchase  of 
the  land  or  the  existing  improvements, 
the  mortgage  shall  be  reduced  to  an 
amount  which  does  not  exceed  100  per¬ 
cent  of  the  actual  costs  (as  approved  by 
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the  Commissioner)  of  the  repair  or 
rehabilitation. 

(b)  Property  subject  to  existing  mort¬ 
gage.  Where  the  proceeds  of  the  mort¬ 
gage  are  to  be  used  to  refinance  an 
existing  mortgage,  there  shall  be  added 
to  the  actual  costs  of  the  repair  or  re¬ 
habilitation  the  lesser  of  the  following: 

(1)  The  amount  of  the  existing  mort¬ 
gage. 

(2)  90  percent  of  the  Commissioner’s 
estimate  (prior  to  repair  or  rehabilita¬ 
tion)  of  the  fair  market  value  of  the 
land  and  existing  improvements. 

(c)  Property  to  be  acquired.  Where 
the  proceeds  are  to  be  used  to  finance  the 
purchase  of  the  land  and  existing  im¬ 
provements  in  addition  to  financing  the 
repair  or  rehabilitation,  there  shall  be 
added  to  the  actual  costs  of  the  repair  or 
rehabilitation  the  lesser  of  the  following: 

( 1 )  The  purchase  price  of  the  land  and 
existing  improvements. 

(2)  The  Commissioner’s  estimate 
(prior  to  repair  or  rehabilitation)  of  the 
fair  market  value  of  the  land  and  existing 
improvements. 

§  244.162  Redurliuii  in  mortgage 
amount. 

If  the  principal  amount  of  the  mort¬ 
gage  exceeds  the  total  shown  by  the  cer¬ 
tificate  of  actual  costs,  after  adjustment 
as  provided  in  §§  244.157  and  244.160, 
the  mortgage  shall  be  reduced  by  the 
amount  of  such  excess  prior  to  final  in¬ 
surance  endorsement. 

§  244.165  EfTect  of  agrcrnicnt. 

Any  agreement,  undertaking,  state¬ 
ment,  or  certification  required  by  the 
Commissioner  in  connection  with  the 
certificate  of  actual  costs  shall  specifi¬ 
cally  state  that  it  has  been  made,  pre¬ 
sented,  and  delivered  for  the  purpose  of 
influencing  an  official  action  of  the  Com¬ 
missioner  and  that  it  may  be  relied  upon 
as  a  true  statement  of  the  facts  con¬ 
tained  therein. 

§  24-4.167  Cost  rertification  inroiilosl- 
able. 

Upon  the  Commissioner’s  approval  of 
the  mortgagor’s  certification  of  actual 
costs,  such  certification  shall  be  final 
and  incontestable,  except  for  fraud  or 
material  misrepresentation  on  the  part 
of  the  mortgagor. 

’Title 

§  2-14.180  Eligibility  of  title. 

In  order  for  the  mortgaged  property 
to  be  eligible  for  Insurance,  the  Commis¬ 
sioner  shall  determine  that  marketable 
title  thereto  is  vested  in  the  mortgagor 
as  of  the  date  the  mortgage  is  filed  for 
record.  The  title  evidence  shall  be  ex¬ 
amined  by  the  Commissioner  and  the 
original  endorsement  of  the  credit  in¬ 
strument  for  Insurance  shall  be  evidence 
of  its  acceptability. 

§244.182  Title  ovidenrr. 

Upon  insurance  of  the  mortgage,  the 
mortgagee  shall  furnish  to  the  Commis¬ 
sioner  a  survey  of  the  mortgaged  prop¬ 
erty.  satisfactory  to  him,  and  a  ptolicy 
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of  title  insurance  covering  such  property, 
as  provided  in  paragraph  (a)  of  this  sec¬ 
tion.  If.  for  reasons  the  Commissioner 
deems  satisfactory,  title  insurance  can¬ 
not  be  furnished,  the  mortgagee  shall 
furnish  such  evidence  of  title  in  accord¬ 
ance  with  paragraph  (b)  or  (c)  of  this 
section,  as  the  Commissioner  may  re¬ 
quire.  Any  survey,  policy  of  title  insur¬ 
ance,  or  evidence  of  title  required  under 
this  section  shall  be  furnished  without 
expense  to  the  Commissioner.  The  types 
of  title  evidence  are: 

(a)  A  policy  of  title  insui'ance  issued 
by  a  company  and  in  a  form  satisfactory 
to  the  Commlsioner.  'The  policy  shall 
name  as  the  insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban 
Development,  as  their  respective  inter¬ 
ests  may  appear.  The  policy  shall  pro¬ 
vide  that  upon  acquisition  of  title  by  the 
mortgagee  or  the  Secretary,  It  will  be¬ 
come  an  owner’s  policy  running  to  the 
mortgagee  or  the  Secretary,  as  the  case 
may  be. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commissioner,  prepared  by  an  ab¬ 
stract  comi>any  or  individual  engaged 
in  the  business  of  preparing  abstracts 
of  title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  Commission  as  to  the 
quality  of  such  title,  signed  by  an  attor¬ 
ney  at  law  experienced  In  the  examina¬ 
tion  of  titles. 

(c)  A  Torrens  or  similar  title  certif¬ 
icate. 

Facilities  for  Older  Declining  Areas 

§  244.185  Eligibility  of  mortgages  cov¬ 
ering  facilities  in  certain  neighbor¬ 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation  or  construction  of  a  group 
practice  facility  located  in  an  older  de¬ 
clining  urban  area  shall  be  eligible  for 
insurance  under  this  subpart  subject  to 
compliance  with  the  additional  require¬ 
ments  of  this  section. 

(b)  The  mortgage  shall  meet  all  of 
the  requirements  of  this  subpart,  except 
such  requirements  (other  than  those  re¬ 
lating  to  labor  standards  and  prevailing 
wages)  as  are  judged  to  be  not  applicable 
on  the  basis  of  the  following  determina¬ 
tions  to  be  made  by  the  Commissioner: 

(1)  That  the  conditions  of  the  area  in 
which  the  property  is  located  prevent 
the  application  of  certain  eligibility  re¬ 
quirements  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  in  the  area  for  an 
adequate  group  practice  facility  to  serve 
low  and  moderate  income  families. 

(3)  That  the  mortgage  to  be  insured 
is  an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  under  this  subpart  pursuant  to 
section  223(e)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  Insured 
under  and  be  the  obligation  of  the 
Special  Risk  Insurance  Fund. 

§  214.249  ElTci't  of  uiuondnienls. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time.  In  whole  or 
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in  part,  but  such  amendment  shall  not 
adversely  ailect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
insurance  on  any  mortgage  or  loan  al¬ 
ready  Insured  and  shall  not  adversely 
affect  the  interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
insured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 

Subpart  B — Contract  Rights  and 
Obligations 

§  24  1.2.51  Incurporulion  l>y  rrfrroiK-t'. 

(a)  All  of  the  provisions  of  §§  207.251 
et  seq.  (Part  207,  Subpart  B)  of  this  chap¬ 
ter,  relating  to  mortgages  Insured  imder 
section  207  of  the  National  Housing  Act. 
apply  to  a  mortgage  covering  a  group 
practice  facility  Insured  under  title  XI 
of  Such  Act. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  207  of  this  chapter 
to  section  207  of  the  Act  shall  be  con¬ 
strued  to  refer  to  title  XI  of  the  Act. 

(c)  All  of  the  definitions  in  §  244.1 
shall  apply  to  this  subpart.  In  addition, 
as  used  in  this  part,  the  term  “contract 
of  insurance’’  means  the  agreement  evi¬ 
denced  by  the  Commissioner’s  insurance 
endorsement  and  includes  the  provisions 
of  this  subpart  and  of  the  Act. 

SUBCHAPTER  C — PLANNING  ASSISTANCE  TO 
HOUSING  SPONSORS 

PART  270 — LOAN  AND  GRANT  AS¬ 
SISTANCE  FOR  PLANNING  HOUS¬ 
ING  PROJECTS  IN  APPALACHIA 

Sec. 

270.1  Statement  of  applicable  law  and 
scope  of  planning  assistance. 

270.3  Delegation  from  Secretary  to  Assist¬ 
ant  Secretary — Federal  Housing 
Commissioner. 

270.5  Definitions. 

270.7  Scope  of  assistance. 

270.10  Location  of  proposed  project. 

270.13  Filing,  processing  and  approving  ap¬ 
plications. 

270.15  Eligible  applicants. 

270.17  Use  of  loan  or  grant  proceeds. 

270.20  Maximum  amount  of  loan. 

270.23  Maximum  amount  of  grant. 

270.25  Waiver  of  repayment. 

270.27  Maturity  of  loans — contract  provi¬ 
sions. 

270.30  Interest  on  loans. 

Authority  :  The  provisions  of  this  Part  270 
issued  under  sec.  207,  81  Stat.  257;  40  U.S.C. 
App.  207. 

§  270.1  .^lalcnirnl  of  applictililc  Iuh  and 
scope  of  planning  assistance. 

Section  207  of  the  Appalachian  Re¬ 
gional  Development  Act  of  1965  au¬ 
thorizes  the  Secretary  of  Housing  and 
Urban  Development  to  make  loans,  un¬ 
der  such  terms  and  conditions  as  he 
may  prescribe,  to  nonprofit,  limited  divi¬ 
dend,  or  cooperative  organizations,  or  to 
public  bodies,  for  expenses  of  planning  a 
housing  construction  or  rehabilitation 
project  and  for  obtaining  the  financing 
of  such  project  by  an  insured  mortgage 
under  section  221  or  236  of  the  National 
Housing  Act.  Such  project  shall  be  lo¬ 
cated  in  an  area  of  the  Appalachian  re¬ 
gion  determined  by  the  Appalachian  Re¬ 
gional  Commission  to  have  significant 
potential  for  future  growth. 
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§  270.3  Delegation  from  Seeretarv  to  As¬ 
sistant  Secretary — Federal  Housing 
Commissioner. 

The  Secretary  has  delegated  to  the  As¬ 
sistant  Secretary — ^Federal  Housing  Com¬ 
missioner  the  authority  to  execute  the 
powers  and  functions  vested  in  the  Secre¬ 
tary  by  section  207  of  the  Appalachian 
Regional  Development  Act  of  1965.  TTie 
delegation  includes  the  authority  for  the 
Commissioner  to  redelegate  such  author¬ 
ity  to  employees  of  the  Department. 

§  270.3  Dcnnilioiis. 

As  used  in  this  part : 

(a)  "Act”  means  the  Appalachian  Re¬ 
gional  Development  Act  of  1965,  as 
amended. 

(b)  “Commission”  means  the  Appa¬ 
lachian  Regional  Commission,  Ks 
Executive  Committee,  or  the  Federal 
Cochairman  of  such  Commission  or  his 
authorized  representative. 

(c)  “Commissioner”  means  the  Assist¬ 
ant  Secretary — Federal  Housing  Com¬ 
missioner  or  his  authorized  representa¬ 
tive. 

(d)  “Cooperative  organization”  means 
a  nonprofit  cooperative  ownership  hous¬ 
ing  corporation  or  trust  approved  by  the 
Commissioner  which  restricts  permanent 
occupancy  of  the  project  to  the  members 
of  the  corporation  or  trust  and  which 
prescribes  requirements,  approved  by  the 
Commissioner,  for  obtaining  and  trans¬ 
ferring  membership. 

(e)  “Fund”  means  the  Appalachian 
Housing  Fxmd  allocated  to  the  Secretary 
for  carrying  out  the  purposes  of  this  part. 

(f)  “FTJMA”  means  the  Federal  Na¬ 
tional  Mortgage  Association. 

(g)  “GNMA”  means  the  Government 
National  Mortgage  Association. 

(h)  “Limited  dividend  organization” 
means  an  entity  eligible  as  a  limited  dis¬ 
tribution  mortgagor  under  section  221  of 
the  National  Housing  Act  and  §  221.510 
(c)  of  this  title. 

(i)  “Nonprofit  organization”  means  a 
corporation  or  association  organized  for 
purposes  other  than  the  making  of  profit 
or  gain  for  itself  or  any  persons  identified 
therewith  and  which  the  Commissioner 
finds  is  in  no  manner  controlled  or  di¬ 
rected  by  persons  or  firms  seeking  to  de¬ 
rive  profit  or  gain  from  its  operation. 

(j)  “Public  body”  means  a  Federal 
Instrumentality,  a  State  or  political  sub¬ 
division  or  an  instrumentality  thereof, 
which  certifies  that  it  is  not  receiving 
financial  assistance  from  the  United 
States  exclusively  pursuant  to  the  United 
States  Housing  Act  of  1937. 

(k)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
an  ofiBcer  of  the  Department  of  Housing 
and  Urban  Development  empowered  to 
exercise  any  of  the  functions  of  the 
Secretary  under  section  207  of  the  Act. 

(l)  “Section  221"  means  section  221  of 
the  National  Housing  Act. 

(m)  “Section  221  regulations”  means 
the  regulations  in  Part  221  of  thi.s  chap¬ 
ter  issued  to  implement  section  221  of  the 
National  Housing  Act. 

(n)  “Section  236”  means  section  236 
of  the  National  Housing  Act. 


(o)  “Section  236  regulations”  means 
the  regulations  in  Part  236  of  this  chap¬ 
ter  issued  to  implement  section  236  of  the 
National  Housing  Act. 

(p)  “State  member”  means  the  mem¬ 
ber  of  the  Appalachian  Regional  Com¬ 
mission  who  represents  the  State  in 
which  a  proposed  housing  project  is  to  be 
located,  or  his  authorized  representative. 

§  270.7  Sfopeof 

The  Commissioner  may  make  losms  or 
grants  from  the  fund  to  encourage  and 
facilitate  the  construction  or  rehabilita¬ 
tion  of  housing  in  any  area  of  the 
Appalachian  Region  determined  by  the 
Commission  to  have  significant  potential 
for  future  growth.  The  conditions  of 
eligibility  for  applicants  and  applications 
for  such  loans  or  grants  and  the  terms 
and  conditions  under  which  the  proceeds 
of  such  loans  and  grants  may  be  used  are 
specified  in  this  part. 

§  270.10  IxM'atiun  of  |>rop<l^('fl  projert. 

The  proposed  project  for  which  a  loan 
or  grant  is  sought  shall  be  located  in  the 
Appalachian  region  as  that  term  is 
defined  in  section  403  of  the  Appalachian 
Regional  Development  Act,  as  amended 
(40  UJS.C.  Apendix  A,  sec.  403) .  The  pro¬ 
posed  project  shall  be  located  in  an  area 
of  such  region  determined  by  the  Com¬ 
mission  to  have  significant  potential  for 
future  growth. 

§  270.13  Filing,  pro<•^•^^illg,  ami  approv¬ 
ing  applications. 

(a)  Prior  to  filing  an  application  for 
a  loan  under  this  part,  the  applicant 
shall  obtain  approval  for  such  filing 
from  the  state  member.  The  application 
shall  be  filed,  on  a  form  prescribed  by  the 
Commissioner,  with  the  HUD  area  or  in¬ 
suring  office  having  jurisdiction  over  the 
area  in  which  the  applicant  proposes  to 
construct  or  rehabilitate  a  housing 
project  to  be  financed  with  a  mortgage 
insured  under  section  231  or  236. 

(b)  Upon  a  determination  by  the  Com¬ 
missioner  that  the  financial  assistance 
applied  for  will  carry  out  the  purposes 
of  this  part  and  that  an  applicant  is 
eligible  for  such  assistance,  the  applica¬ 
tion  will  be  submitted  to  the  Commission 
for  final  approval. 

(c)  After  review,  and  upon  approval  by 
the  Commission,  the  loan  or  grant  may 
be  disbursed  by  the  Commissioner. 
§270.1.3  Eligible  upplirunls. 

(a)  To  be  eligible  for  a  loan,  an  appli¬ 
cant  must  be  a  nonprofit,  limited  divi¬ 
dend,  or  cooperative  organization  or  a 
public  body, 

(b)  To  be  eligible  for  a  grant,  an  ap¬ 
plicant  must  be  a  nonprofit  or  coopera¬ 
tive  organization  or  a  public  body. 

(c)  An  applicant  for  a  loan  or  grant 
shall  have  available  funds  or  assets  con¬ 
sidered  adequate  by  the  Commissioner  to 
defray  no  less  than  20  percent  of  the  ex¬ 
penses  of  planning  a  project  apd  of  ob¬ 
taining  a  mortgage  insured  under  section 
221. 

§  270.1 7  Use  of  loan  or  grant  procoeds. 

An  applicant  shall  agree,  in  form  satis¬ 
factory  to  the  Commissioner,  to  use  the 


loan  proceeds  for  the  expenses  of  plan¬ 
ning  a  housing  or  rehabilitation  project 
and  for  obtaining  the  financing  of  such 
project  by  a  mortgage  Insured  under  sec¬ 
tion  221  or  236.  The  plans  for  such  proj¬ 
ect  shall  contemplate  its  ownership  by 
one  of  the  following: 

(a)  The  applicant. 

(b)  A  cooperative  organization. 

(c)  A  nonprofit  organization  to  be 
formed  and  controlled  in  a  manner  satis¬ 
factory  to  the  Commissioner. 

§  270.20  Maximum  amount  of  loan. 

The  loan  shall  not  exceed  80  percent 
of  the  total  cost  of  both  planning  the 
project  and  of  obtaining  an  Insured  mort¬ 
gage  under  section  221  or  236.  These 
costs  may  Include  preliminary  surveys 
and  analyses  of  market  needs;  prelimi¬ 
nary  site  engineering  and  architectural 
fees:  options  for  the  purchase  of  land; 
FHA  and  FNMA,  or  GNMA  fees;  con¬ 
struction  loan  fees  and  discounts;  and 
such  other  items  of  cost  as  may  be  ap¬ 
proved  by  the  Commissioner.  The  loan 
shall  be  disbursed  on  the  basis  of  80  per¬ 
cent  of  the  Conunissioner’s  estimate  of 
the  total  cost  for  such  planning  and  for 
obtaining  the  insured  mortgage.  The  loan 
contract  shall  provide  for  an  adjustment 
of  the  loan  to  an  amount  which  will  not 
exceed  80  percent  of  the  actual  expendi¬ 
tures  for  such  total  cost. 

§  270.23  Maximum  amount  of  grant. 

(a)  The  grant  shall  not  exceed  80  per¬ 
cent  of  the  difference  between: 

(1)  The  amount  representing  all  the 
administrative  expenses  incident  to 
planning  a  project  added  to  Uie  cost  of 
obtaining  a  mortgage  under  section  221 
or  236;  and 

(2)  The  amount  of  such  expenses  re¬ 
covered  from  the  proceeds  of  the  insured 
mortgage. 

(b)  The  administrative  expenses  In¬ 
cident  to  planning  a  project  may  include 
preparation  of  applications  to  the  FHA 
and  FNMA,  or  GNMA,  coordination  and 
management  activities,  and  such  other 
items  of  administrative  expense  as  may 
be  approved  by  the  Commissioner. 

(c)  The  grant  shall  be  disbursed  in  an 
amomt  determined  by  applying  the  for¬ 
mula  in  paragraph  (a)  of  this  section  to 
the  Commissioner’s  estimate  of  both  the 
expenses  that  will  be  Incurred  and  the 
expenses  that  will  be  recovered  from 
mortgage  proceeds. 

(d)  The  grant  contract  shall  provide 
for  an  adjustment  of  the  grant  by  apply¬ 
ing  the  formula  in  paragraph  (a)  of  this 
section  to  the  actual  expenses  and  the 
amount  of  such  expenses  recovered  from 
mortgage  proceeds. 

§  270.2.3  Waiver  of  ropajnient. 

The  Commissioner  may  waive  the  re¬ 
payment  of  all  or  such  part  of  a  loan, 
including  interest  thereon,  that  he  de¬ 
termines  cannot  be  recovered  from  tlie 
proceeds  of  a  mortgage  or  mortgages  in¬ 
sured  under  section  221  or  236.  No  waiver 
shall  be  made  in  connection  with  a  loan 
to  a  limited  dividend  organization. 
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§  270.27  Malurilf  of  loans— oonlrart 
provisions. 

The  contract  for  a  loan  shall  provide 
for  repayment  by  the  borrower  within 
6  months  following  the  first  disburse¬ 
ment  of  funds  pursuant  to  the  contract 
or  at  such  time  as  the  borrower  recovers 
his  expenses  from  the  mortgage  proceeds, 
or  at  such  other  time  as  may  be  fixed  by 
contract  with  the  Commissioner.  The 
Commissioner  may  extend  the  time  for 
repayment  under  such  terms  and  condi¬ 
tions  as  he  may  prescribe. 

§  270.30  Interest  un  loans. 

(a)  Interest  shall  not  be  charged  to 
borrowers  other  than  limited  dividend 
organizations. 

(b)  Interest  charged  to  a  limited 
dividend  organization  shall  be  at  the  pre¬ 
vailing  market  rate,  which  shall  be  the 
maximum  rate  authorized  under  §  221.- 
518(a)  of  this  title  for  mortgages  insured 
under  section  221.  Such  rate  shall  be  de¬ 
termined  as  of  the  date  the  Insuring 
o£Qce  director  recommends  approval  of 
the  application  for  financial  assistance 
imder  the  Act. 

PART  271— LOAN  ASSISTANCE  FOR 
PLANNING  LOW  AND  MODERATE 
INCOME  HOUSING 

Sec. 

271.1  Statement  of  applicable  law  and 
scope  of  planning  assistance. 

271.3  Delegation  from  Secretary  to  Assist¬ 
ant  Secretary-Federal  Housing 
Commissioner. 

271.5  Definitions. 

271.7  Scope  of  assistance. 

271.13  Piling,  processing  and  approving  ap¬ 
plications. 

271.15  Eligible  applicants. 

271.17  Use  of  loan  proceeds. 

271.20  Maximum  amount  of  loan. 

27 1 .25  Waiver  of  repayment. 

271.27  Maturity  of  loans — contract  provi¬ 
sions. 

271.30  Interest  on  loans. 

Authoritt:  The  provisions  of  this  Part 
271  Issued  under  sec.  106,  82  Stat.  490;  13 
U.S.C.  1701X. 

§  271.1  Statement  of  appliraMe  law  and 
scope  of  planning  assi.'>tanre. 

Section  106(b)  of  the  Housing  and 
Urban  Development  Act  of  1968  author¬ 
izes  the  Secretary  of  Housing  and  Urban 
Development  to  make  loans,  under  such 
terms  and  conditions  as  he  may  pre¬ 
scribe,  to  nonprofit  organizations  for 
necessary  expenses  of  planning  and  ob¬ 
taining  financing  for  the  rehabilitation 
or  construction  of  housing  for  low  and 
moderate  income  families  under  any  fed¬ 
erally  assisted  program. 

§  271.3  Delegation  from  Secretary  to  .4»- 
sistant  Secretary-Federal  Housing 
I'ommissioner. 

The  Secretary  has  delegated  to  the 
Assistant  Secretary-Federal  Housing 
Commissioner  the  authority  to  execute 
the  powers  and  functions  vested  in  the 
Secretary  by  section  106(b)  of  the  Hous¬ 
ing  and  Urban  Development  Act  of  1968. 
The  delegation  Includes  the  authority  for 
the  Commissioner  to  redelegate  such  au¬ 
thority  to  employees  of  the  Department. 


§  271.5  DefinitionA. 

As  used  in  this  part ; 

(a)  “Act”  means  the  Housing  and 
Urban  Development  Act  of  1968. 

(b)  “CTommissloner”  means  the  As¬ 
sistant  Secretary -Federal  Housing  Com¬ 
missioner  or  his  authorized  representa¬ 
tive. 

(c)  “  Fund”  means  the  Low  and  Mod¬ 
erate  Income  Sponsor  Fund. 

(d)  “Nonprofit  organization”  means  a 
corporation  or  association  organized  for 
purposes  other  than  the  making  of  profit 
or  gain  for  itself  or  any  i>ersons  Identified 
therewith  and  which  the  Commissioner 
finds  is  in  no  manner  controlled  or  di¬ 
rected  by  persons  or  firms  seeking  to  de¬ 
rive  profit  or  gain  from  its  operation. 

§  271.7  Scope  of  aMsi^laiicc. 

The  Commissioner  may  make  loans 
from  the  fund  to  encourage  and  facilitate 
the  construction  or  reliabilltation  of 
housing  for  low  and  moderate  income 
families  under  any  federally  assisted  pro¬ 
gram.  The  conditions  of  eligibility  for  ap¬ 
plicants  and  applications  for  such  loans 
and  the  terms  and  conditions  imder 
which  the  proceeds  of  such  loans  may  be 
used  are  specified  in  this  part. 

§  271.1.3  Filing,  processing  anti  approv¬ 
ing  applications. 

(a)  The  application  shall  be  filed,  on  a 
form  prescribed  by  the  Commissioner, 
with  the  HUD  area  or  Insuring  ofiBce 
having  jurisdiction  over  the  area  in 
which  the  applicant  proposes  to  con¬ 
struct  or  rehabilitate  a  housing  project 
for  low  or  moderate  income  families  to  be 
financed  with  the  assistance  of  any  Fed¬ 
eral  program. 

(b)  Upon  a  determination  by  tlie  area 
or  insuring  office  director  that  the  finan¬ 
cial  assistance  applied  for  will  carry  out 
the  purposes  of  this  part  and  that  an  ap¬ 
plicant  is  eligible  for  such  assistance,  the 
application  will  be  submitted  to  the 
Regional  Administrator  for  final  ap¬ 
proval. 

(c)  After  review,  and  upon  approval 
by  the  Assistant  Commissioner  for  Multi- 
family  Housing,  the  proceeds  of  the  loan 
may  be  disbursed  by  the  Commissioner. 

§  271.15  Eligible  applicants. 

(a)  To  be  eligible  for  a  loan,  an  appli¬ 
cant  must  be  a  nonprofit  organization. 

(b)  An  applicant  for  a  loan  shall  have 
available  funds  or  assets  considered  ade¬ 
quate  by  the  Commissioner  to  defray 
no  less  toan  20  percent  of  the  estimated 
expenses  of  planning  a  project  and  of 
obtaining  financing  under  a  federally 
assisted  program. 

§  271.17  Use  of  loan  prof  ccd.s. 

An  applicant  shall  agree,  in  form  satis¬ 
factory  to  the  Commissioner,  to  use  the 
loan  proceeds  for  the  expenses  of  plan¬ 
ning  the  rehabilitation  or  construction 
of  a  project  and  for  obtaining  the  fi¬ 
nancing  of  such  project  under  a  federally 
assisted  program.  The  plans  for  such 
project  shall  contemplate  its  ownership 
by  the  applicant  or  another  nonprofit  or¬ 


ganization  satisfactory  to  the  Comml.s- 
sioner. 

§  271.20  Muxiiuiini  amount  of  loan. 

The  loan  shall  not  exceed  80  percent  of 
the  total  reasonable  and  necessary  costs 
expected  to  be  incurred  in  both  planning 
the  project  and  of  obtaining  financing 
imder  a  federally  assisted  program.  The.se 
costs  may  include  preliminary  surveys 
and  analyses  of  market  needs;  prelimi¬ 
nary  site  engineering  and  architectural 
fees;  options  for  site  acquisition;  applica¬ 
tion  and  mortgage  commitment  fees; 
construction  loan  fees  and  discoimts;  and 
such  other  items  of  cost  as  may  be  ap¬ 
proved  by  the  Commissioner.  The  loan 
proceeds  shall  be  disbursed  on  the  basis 
of  80  percent  of  the  Commissioner’s  esti¬ 
mate  of  the  total  reasonable  costs  for 
such  planning  and  for  obtaining  such 
financing.  The  loan  contract  shall  pro¬ 
vide  for  an  adjustment  of  the  loan  to  an 
amount  which  will  not  exceed  80  percent 
of  the  actual  expenditures  for  such  total 
costs. 

§  271.25  Waiver  of  repayment. 

The  Commissioner  may  waive  the  re¬ 
payment  of  all  or  such  part  of  a  loan  that 
he  determines  cannot  be  recovered  from 
the  proceeds  of  a  permanent  loan  made 
to  finance  the  rehabilitation  or  construc¬ 
tion  of  a  housing  project. 

§  271.27  Maturity  of  loans— —4-oiilr;iet 
provisions. 

The  contract  for  a  loan  shall  provide 
for  repayment  by  the  borrower  within  6 
months  following  the  first  disbursement 
of  funds  pursuant  to  the  contract  or  at 
such  time  as  the  borrower  recovers  his 
expenses  from  the  proceeds  of  the  perma¬ 
nent  financing,  or  at  such  other  time  as 
may  be  fixed  by  contract  with  the  Com¬ 
missioner.  The  Commissioner  may  ex¬ 
tend  the  time  for  repayment  under  such 
terms  and  conditions  as  he  may  pre¬ 
scribe. 

§  271.30  Intorosi  on  loans. 

No  interest  shall  be  charged  to  a  bor¬ 
rower  under  the  provisions  of  this  part. 

SUBCHAPTER  D — PUBLICLY  FINANCED 
HOUSING  PROGRAMS 

PART  275— LOW-RENT  PUBLIC 
HOUSING 

Sec. 

275.1  Defliiitlon.s. 

275.3  General  policy. 

275 J  Application  for  financial  assistance 
(other  than  leasing  program). 

275.4  Annual  Contributions  Contract 

(other  than  leasing  program) . 

275.5  Leasing  program. 

275.8  Private  participation. 

275.7  Applications;  Information. 

275.8  Federally  owned  low-rent  housing. 
Appendix — Prototype  Cost  Limits  for  Public 
Housing. 

Authoritt:  The  provisions  of  this  Part 
275  Issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3535(d). 

§  275.1  Definition!*. 

For  purposes  of  this  part  the  following 
terms  shall  have  the  meanings  ascribed: 
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(a)  Act.  The  United  States  Housing 
Act  of  1937,  as  amended  (42  U.S.C.  1401 
et  seq.) . 

(b)  State.  Any  State  of  the  Union,  the 
District  of  Columbia,  and  any  Territory, 
dependency,  or  possession  of  the  United 
States. 

(c)  Low-rent  housing.  Decent,  safe, 
and  sanitary  dwellings  within  the  finan¬ 
cial  reach  of  families  of  low  income,  and 
all  necessary  appurtenances. 

(d)  Families  of  low  income.  Families 
who  are  in  the  lowest  income  group  and 
who  cannot  afford  to  pay  enough  to  cause 
private  enterprise  in  their  locality  or 
metropolitan  area  to  build  an  adequate 
supply  of  decent,  safe,  and  sanitarji 
dwellings  for  their  use. 

(e)  Local  Authority.  Any  State, 
county,  municipality,  or  other  govern¬ 
mental  entity  or  public  body  which  is 
authorized  to  engage  in  the  development 
or  administration  of  low-rent  housing  or 
slum  clearance.  A  “Local  Authority”  is  a 
“public  housing  agency”  as  defined  in 
the  Act. 

(f)  Cooperation  agreement.  A  con¬ 
tract  between  a  Local  Authority  and  the 
governing  body  of  the  locality,  providing 
for  tax  exemption,  elimination  of  unsafe 
and  Insanitary  dwelling  units,  supplying 
of  public  services,  and  other  forms  of 
cooperation  by  the  local  government,  and 
for  payments  in  lieu  of  taxes  by  the  Local 
Authority,  in  connection  with  a  low-rent 
housing  project. 

§  275.2  G«‘neral  {Miliry. 

The  objectives  of  the  program  are  to 
promote  the  general  welfare  by  employ¬ 
ing  the  funds  and  credit  of  the  United 
States  to  assist  the  States  and  their  po¬ 
litical  subdivisions  to  alleviate  imemploy- 
ment  and  to  remedy  the  unsafe  and 
insanitary  housing  conditions  and  the 
acute  shortage  of  decent,  safe,  and  sani¬ 
tary  dwellings  for  families  of  low  income, 
in  urban  and  rural  nonfarm  areas,  that 
are  injurious  to  the  health,  safety,  and 
morals  of  the  citizens  of  the  Nation.  The 
objectives  are  carried  out  by  providing 
financial  assistance,  pursuant  to  con- 
trsu:ts,  to  Local  Authorities  applying  for 
such  assistance  in  developing  and  op¬ 
erating  Ipw-rent  housing  projects  or  for 
leasing  of  housing  in  private  accom¬ 
modations.  Applications  for  financial 
assistance,  if  otherwise  proper,  are 
approved  to  the  extent  permitted  by 
limitations  contained  in  the  Act  or  other 
statutes. 

§  275.3  Appli<-ali4»n  for  finunriul 

ance  (other  than  leasing  program). 

A  Local  Authority  seeking  Federal  fi¬ 
nancial  assistance  for  a  low-rent  housing 
project  must  submit  an  application  and  a 
showing  that  the  Local  Authority  has 
been  organized  in  accordance  with  State 
law,  that  there  is  a  need  for  the  proposed 
low-rent  housing  which  is  not  being  met 
by  private  enterprise,  and  that  the  gov¬ 
erning  body  of  the  locality  has  by  reso¬ 
lution  approved  application  for  a  pre¬ 
liminary  loan  and  has  entered  into  a  Co¬ 
operation  Agreement  with  the  Local 
Authority  satisfactory  to  the  Depart¬ 
ment  of  Housing  and  Uihan  Develop¬ 


ment.  A  Preliminary  Loan  Contract  pro¬ 
vides  for  advances  of  funds  for  surveys 
and  planning.  Such  a  contract  is  tendered 
by  HUD  to  the  Local  Authority  only  after 
approval  by  the  appropriate  Assistant 
Secretary. 

§  27.5.4  Annual  ('.unlriluilioii!.  ('.<»nlrart 
(otlier  than  leasing  program). 

An  Annual  Contributions  Contract  pro¬ 
vides  for  a  loan  to  assist  in  the  develop¬ 
ment  of  a  low-rent  housing  project  and 
for  annual  contributions  to  assist  in 
achieving  and  maintaining  the  low-rent 
character  of  the  project.  As  the  basis  for 
such  a  contract,  the  Local  Authority 
must  submit  a  plan  for  its  project  with 
a  showing  of  its  feasibility,  including 
such  matters  as  description  of  site,  state¬ 
ment  of  number  and  tjrpes  of  structiu’es 
and  dwelling  units,  estimate  of  develop¬ 
ment  cost,  and  data  supporting  all  fea¬ 
tures  of  the  project.  The  Local  Authority 
must  also  show  that,  except  in  the  case 
of  displaced  or  elderly  families,  a  gap 
of  at  least  20  percent  has  been  left  be¬ 
tween  the  upp>er  rental  limits  for  the 
proposed  housing  and  the  lowest  rents 
at  which  private  enterprise  is  providing 
housing,  and  is  required  to  include  a  plan 
for  relocating  displaced  families.  An  An¬ 
nual  Contributions  Contract  is  tendered 
by  HUD  to  the  Local  Authority  only  after 
approval  by  the  appropriate  Assistant 
Secretary. 

§  275. .5  Lfusiiig  program. 

The  leasing  program  involves  the  use 
of  privately  owned  housing  with  the  aid 
of  subsidy  channeled  through  the  Local 
Authority.  Pursuant  to  section  23  of  the 
United  States  Housing  Act  of  1937  (42 
UJ3.C.  1421b) ,  HUD  is  authorized  to  make 
annual  contributions  available  to  Local 
Authorities  so  that  privately  owned 
dwellings  may  be  leased  for  occupancy 
by  low-income  families  at  rents  ^thin 
their  means.  In  such  a  leasing  program, 
HUD  pays  annual  contributions  to  cover 
the  deficiency  between  the  rent  payable 
to  the  owner  and  the  rent  which  the  low- 
income  family  can  afford  to  pay.  Before 
dwellings  can  be  provided  by  leasing 
under  section  23,  the  local  governing 
body  must  adopt  a  resolution  approving 
application  of  the  section  23  provisions  to 
the  locality.  An  application  for  low-rent 
housing  under  section  23  of  the  Act 
should  include  data  on  the  number  of 
units  desired,  available  supply,  and  need 
for  the  housing,  amount  of  financial  as¬ 
sistance  estimated  to  be  necessary,  and 
financial  feasibility  of  the  undertaking. 

§  275.6  Private  parlieipalion. 

(a)  Increased  opportunities  exist  for 
participation  of  the  private  sector  in  the 
low-rent  housing  program.  These  result 
from  the  growing  use  of  new  methods  of 
providing  low-rent  housing  in  addition 
to  the  traditional  method  of  new  con¬ 
struction.  These  include  the  acquisition 
and  rehabilitation  of  existing  'housing 
for  low-income  occupancy,  leasing  of  ex¬ 
isting  housing  under  section  23  (described 
in  §  275.5) ,  as  well  as  the  “turnkey” 
technique  and  joint  enterprise  between 
Local  Authorities  and  private  organiza¬ 
tions. 


(b)  Under  the  “turnkey”  technique, 
a  private  developer  or  builder,  who  has 
a  site  or  an  option,  or  can  obtain  one, 
can  approach  the  Local  Authority  with 
a  proposal  to  build  in  accordance  with 
plans  and  specifications  prepared  by  his 
own  architect  and  the  usual  commercial 
standards  of  quality  and  workmanship. 
If  the  proposal  is  acceptable,  they  will 
then  enter  into  a  contract  under  which 
the  Local  Authority  agrees  to  purchase 
the  completed  property.  This  contract 
is  backed  by  HUD’s  financial  assistance 
commitment  to  the  Local  Authority, 
thereby  enabling  the  developer  to  secure 
commercial  construction  financing  in  his 
usual  manner.  The  “turnkey”  technique 
may  also  be  used  in  the  rehabilitation  of 
existing  housing;  instead  of  a  Local  Au¬ 
thority  itself  acquiring  and  rehabilitat¬ 
ing  existing  dwellings,  the  Local  Author¬ 
ity,  under  the  “turnkey”  approach,  can 
contract  with  a  private  builder  or  re- 
habilltator  to  purchase  from  him  certain 
dwellings  which  he  has  acquired  and 
rehabilitated  to  HUD  standards. 

(c)  Joint  enterprise  between  Local 
Authorities  and  private  organizations 
may  consist,  for  example,  of  joint  un¬ 
divided  ownership  of  housing  by  the 
Local  Authority  and  a  private  organiza¬ 
tion,  with  moderate-inccmie  families 
housed  in  units  used  by  the  private  orga¬ 
nization  and  low-income  tenants  housed 
in  other  units  with  the  aid  of  HUD  an¬ 
nual  contributions  channeled  through 
the  Local  Authority.  Another  form  of 
joint  enterprise  would  be  for  a  private 
organization  having  full  ownership  of 
housing  to  use  a  portion  of  its  units  to 
house  moderate-income  families  with  the 
remaining  units  leased  for  occupancy  by 
low-income  families  with  the  aid  of 
HUD  subsidy  channeled  through  the 
Local  Authority. 

§  275.7  Applirutions;  information. 

(a)  A  Local  Authority  applying  for  fi¬ 
nancial  assistance  should  submit  its  ap¬ 
plications  and  all  related  documents  to 
the  appropriate  HUD  Regional  OflBce. 
Application  forms  and  other  forms,  pro¬ 
cedures,  policy  statements,  and  mate¬ 
rials  issued  by  HUD  for  the  use  or  guid¬ 
ance  of  Local  Authorities  may  be  ob¬ 
tained  through  the  appropriate  HUD 
Regional  OflQce;  however,  after  approval 
of  its  application,  a  Local  Authority  will 
be  sent  copies  of  all  relevant  materials 
without  specific  request. 

(b)  Information  with  respect  to  meth¬ 
ods  of  providing  low-rent  housing  with 
private  participation  may  be  obtained 
from  the  Local  Authority  in  the  locality 
or  from  the  appropriate  HUD  Regional 
Ofiice.  Information  may  also  be  obtained 
from  the  Department  of  Housing  and 
Urban  Development,  Washington,  D.C. 
20410. 

§  27.5. ft  Federally  onnefl  low-rent  liou9- 
ing. 

Low-rent  housing  projects  owned  by 
the  Federal  Government  have  been  dis¬ 
posed  of  except  for  project  Cherokee 
Terrace  in  Enid,  Okla.  Information  on 
final  action  on  applications  for  tenancy 
and  information  as  to  final  action  of  the 
Housing  Manager  in  the  procurement 
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of  supplies  and  materials  for  which  such 
a  Manager  is  authorized  to  ccmtract  shidl 
be  kept  at  the  project  office  and  made 
available  to  the  public  by  the  Housing 
Manager.  Inquiries  ccmcemlng  the  proj¬ 
ect  and  requests  for  statements  of  policy, 
procedures,  and  forms  should  also  be 
directed  to  the  Housing  Manager.  The 
address  Is:  Cherokee  Terrace,  619  East 
Main  Street,  Enid,  Okla.  73701. 


Such  requests  must  be  supported  by  a  de¬ 
tailed  Justification  with  respect  to  the  par¬ 
ticular  project,  taking  into  account  all  ol  the 
circumstances  Involved  and  demonstrating 
that  such  approval  is  necessary  and  desirable 
in  carrying  out  the  objectives  of  the  Act. 


3.  Development  cost  budgets,  awards  of 
Main  Construction  Contracts,  Preliminary 
Contracts  of  Sale,  and  Contracts  of  Sale 
for  turnkey  projects  will  not  be  approved 
unless  an  appropriate  prototype  cost  for  the 
area  is  published  in  the  Federal  Registir. 


Pkotoi'vi-ic  I’kr  Unit  Cost  S«-iiEi>ri.B 

UKGION  I 

Number  of  bedrooms 


Appendix — Prototype  Cost  Limits  for 
Public  Housing 

Autuoritt:  The  provisions  of  this  Ap¬ 
pendix  Issued  under  sec.  16(6),  60  Stat.  888, 
as  amended,  sec.  7(d),  79  Stat.  670;  42  U.S.C. 
1415(6),  3836(d).  Secy.’s  del.  of  auth.,  36  P.R. 
5007,  Mar.  16,  1971. 

A.  Unit  prototype  cost.  1.  Prototype  cost 
comprises  the  cost  of  Dwelling  Structures, 
Account  No.  1460,  and  Dwelling  Equij^ent, 
Account  No.  1465,  as  described  in  Low-Rent 
Housing  Accounting  Handbook  RHA-7510.1. 
ch.  3,  sec.  16,  which  include  their  propor¬ 
tionate  share  of  the  builder’s  fee  and  over¬ 
head,  insurance.  Social  Security,  taxes,  and 
bonds. 

2.  Prototype  cost  does  not  include  the 
costs  of  site  acquisition,  site  improvement, 
nondwelling  structures  or  spaces  (and  equip¬ 
ment),  planning  (architectural-engineering 
fees,  permit  fees,  inspection  and  similar 
costs),  relocation,  interest  or  local  authority 
administration,  all  of  which  are  described 
In  Low-Rent  Housing  Handbook  RHA-7510.1, 
ch.  3,  sec.  15. 

3.  Prototype  cost  takes  Into  account  com¬ 
pliance  with  applicable  F'HA  Minimum 
Property  Standards,  and  Planning  and  De¬ 
sign  Criteria  described  in  RHA-7410.1,  Chap¬ 
ter  3  (as  modified  by  Circular  FHA  7410.2). 
Current  copies  of  Handbook  RHA-7510.1  are 
maintained  and  available  for  public  inspec¬ 
tion  in  the  Office  of  Public  Information. 
Room  1202,  Department  of  Housing  and  Ur¬ 
ban  Development,  451  Seventh  Street  SW., 
Washington,  DC  20411,  and  in  each  of  the 
Department’s  Regional,  Area,  and  FHA  Insur¬ 
ing  Offices. 

4.  Prototype  cost  takes  into  account  the 
extra  durability  required  for  economical 
maintenance  of  assisted  housing,  and  the 
provision  of  amenities  designed  to  guaran¬ 
tee  safe  and  healthy  family  life. 

B.  Project  prototype  costs.  1.  The  Project 
PrototjTJe  Cost  is  the  sum  of  the  unit  pro¬ 
totype  costs  for  the  dwellings  of  various  sizes 
and  types  comprising  the  project.  The  total 
cost  of  dwelling  construction  and  equipment 
(Accounts  1460  and  1466),  and  the  related 
proportionate  share  of  the  contingency 
established  by  any  development  cost  budget 
shall  not  exceed  the  sum  of  105  percent  of  the 
unit  prototype  costs  for  the  dwellings  to  be 
constructed. 

2.  A  request  for  approval  of  a  cost  which 
exceeds  the  above  106  percent  cost  limita¬ 
tion  but  which  Is  not  In  excess  of  the  statu¬ 
tory  110  percent  may  be  submitted  to  the 
Assistant  Secretary  for  Housing  Production 
and  Mortgage  Credit  through  the  Area  Office 
Director  and  the  Regional  Administrator. 
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llartfurd  Conn.; 

Detaolied  and  semidetached . . 

.  9,4'X) 

11,3.50 

13. 950 

16,700 

20.ino 

22,350 

23,400 

Row  dwellings . . . 

.  8.  y.w 

10,800 

13,  .3.50 

16,900 

19,100 

21, 3(H1 

22,  2.50 

Walk-up . . . 

.  7,700 

9,550 

12.100 

14,350 

16.  6.50 

18,250 

19, 150 

.  11,800 

13,700 

17,400  . 

Danbury,  Conn.: 

Detai'Iu'd  and  semidetached . . 

.  9, 000 

10,850 

13,300 

1.5, 9.50 

19,200 

21,3.50 

22.  350 

Row  dwellings. . . 

.  8,  .A, 50 

10,300 

12, 7.50 

15,200 

18,250 

20,350 

21.2.511 

Walk-up . . 

.  7,350 

9,100 

11,  .WO 

13,700 

15,800 

17,4.50 

18, 300 

Elevator-.structure . 

.  11,600 

13,450 

17, 100  . 

New  Milford,  Conn.: 

Detached  and  semidetached . 

. .  9,000 

10,8.50 

13,300 

15,950 

19,200 

21. 3.50 

22,350 

Row  dwellings . 

. .  8,  .WO 

10,300 

12,750 

15,200 

18,250 

20,350 

21,250 

Walk-up . 

.  7,3.50 

9,100 

11,650 

13,700 

15,800 

17,460 

18,300 

Elevator-structure . 

.  11,600 

13,450 

17, 100  . 

New  Haven,  Conn.: 

• 

Detached  and  semidetached . 

. .  8,9.50 

10,800 

13,300 

15,900 

19, 1.50 

21,300 

22,300 

Row  dwellings. . . 

.  8,500 

10,300 

12,700 

15,150 

18,200 

20,300 

21.200 

Walk-up . 

.  7,350 

9,100 

11,500 

13,650 

16,750 

17,350 

18,250 

Elevator-structure . 

.  11,450 

13,300 

16,850  . 

Bridgeport,  Conn.: 

Detached  and  semidetached . 

.  9,  .550 

11,500 

14, 150 

16,960 

20,400 

22,700 

23.750 

Row  dwellings . 

.  9, 100 

10,950 

13, 550 

16,150 

19,400 

21,600 

22,600 

Walk-up . 

.  7,800 

9,700 

12,300 

14,560  , 

16,800 

18,500 

19, 450 

.  11,800 

13,750 

17,450  . 

New  London,  Conn.; 

Detached  and  semidetached . 

.  9,200 

II,  100 

13,660 

16,350 

19,6,50 

21,8.50 

22,900 

Row  dwellings.  . . . . 

.  8, 760 

10,550 

13,050 

15,560 

18, 700 

20,8,50 

21,750 

Walk-up . 

.  7, 650 

9,350 

11,850 

14,050 

16;200 

17,850 

18.  750 

.  11,600 

13,300 

16,000  . 

Windham,  Conn.: 

Detach^  and  semidetached . 

.  9. 200 

11,100 

13,650 

16,350 

19,650 

21, 8.50 

22,900 

Row  dwellings . 

.  8. 760 

101550 

13,060 

15,550 

18,700 

20,850 

21,760 

Walk-up . 

.  7, 650 

9,350 

11,850 

14,050 

16,200 

17,850 

18,750 

.  11,600 

13,300 

16,900  . 

Stamford,  Conn.: 

Detached  and  semidetached..... . 

.  9, 260 

11,150 

13. 760 

16,450 

19,800 

22,000 

23,0.50 

Row  dwellings . . . 

.  8,800 

10;  660 

13,150 

is;  650 

18,800 

20,960 

21, '100 

Walk-up . 

.  7, 600 

9,400 

11,900 

14,160 

16,300 

17,960 

18,850 

11,900 

13,800 

17,660  . 

Ridgelield,  Conn.: 

Detached  and  semidetached . 

.  9. 260 

11,160 

13,750 

16,460 

19,800 

22,000 

23,050 

Row  dwellings . 

.  8,800 

10,650 

13;  150 

16,660 

18,800 

20,950 

21,900 

Walk-up . 

.  7,600 

9,400 

11,900 

14,160 

16,300 

17,960 

18,850 

Elevator-structure . 

.  11,900 

13,800 

17,550  . 

Norwich,  Conn.: 

Detached  and  semidetached . . 

.  9,060 

10,900 

13,400 

16,050 

19,300 

21.  .500 

22,500 

Row  dwellings . . 

.  8,600 

10;  400 

12;  850 

16,300 

is;  350 

20, 4.50 

21, 400 

Walk-up . . 

.  7,400 

9,200 

11,650 

13,800 

15,900 

17,550 

18,400 

Elevator-structure _ _ _ 

.  10,600 

12,300 

16,660  .. 

Bangor,  Maine: 

Detached  and  semidetached _ 

.  8,350 

10,a50 

12,400 

14,800 

17,800 

19,800 

20,700 

Row  dwellings . . . 

.  7, 950 

9,6.50 

11,800 

14,060 

16,960 

18,8.50 

19,700 

Walk-up . . 

.  8;800 

8,450 

10,760 

12, 700 

14, 700 

16, 160 

17,000 

Elevator-structure . 

.  11,750 

13,650 

17,300  .. 

Augusta,  Maine: 

Detached  and  semidetached... . . 

.  8, 600 

10,3.50 

12,800 

15,250 

18,350 

20,400 

21, 3.50 

Row  dwellings _ _ _ 

.  8, 200 

9,850 

12,160 

14;  500 

17,500 

19,450 

20,300 

Walk-up . . 

.  7, 000 

8,700 

11, 100 

13, 100 

16,160 

16, 650 

17, 350 

E  levator-structure . 

.  12;  150 

H  150 

17,900  .. 

Brun.swlck,  Maine: 

Detached  and  semidetached... . . 

.  8,550 

10,250 

12,700 

15,150 

18,200 

20,260 

21. 150 

Row  dwellings . 

.  8, 160 

9,760 

12,060 

14,360 

17,350 

19,250 

20,1.50 

Walk-up.. . . 

.  «,  960 

8,650 

11,000 

13,000 

16,060 

16,500 

17,400 

Elevator-structure . . 

_  12,000 

13.950 

17,700  .. 

Lewiston,  Maine: 

Detached  and  .semidetached... . . 

.  8, 650 

10,250 

12,700 

15,150 

18,200 

20,260 

21,150 

Row  dwellings _ 

_  8, 160 

9,760 

12,050 

14,350 

17,350 

19,260 

20,150 

Walk-up . . .  .. 

_  6;960 

8;  660 

11.000 

13,000 

15,060 

16,500 

17,400 

E  Ip  vator-structure . . 

.  12.000 

13,950 

17,700  .. 

Portland,  Maine: 

Detached  and  semidetached..... . 

_  8,550 

10,260 

12,700 

lAlSO 

18,200 

20,260 

21,150 

Row  dwellings . . 

.  8;  160 

9,760 

12,060 

14,350 

17,350 

19,260 

20, 150 

Walk-up _ _ _ _ 

_  A  950 

8,650 

11,000 

13,000 

15,060 

16,500 

17,400 

Elevator-structure . . . 

.  12, 100 

14,050 

17,800  .. 

Watnrvllle,  Maine: 

Detached  and  semidetached... _ 

_  8,250 

9,960 

13,250 

14,650 

17,000 

19,600 

20,4.50 

Row  dwellings . . . ...... 

_ 7,860 

9,460 

li;650 

13,900 

1A760 

18,650 

19,600 

Walk-up _ _ _ 

_  «;700 

8,350 

10,660 

13,560 

14,660 

15,960 

16,800 

E  levator-structure . 

_  11, 600 

13,500 

17, 100  .. 

No.  24»-«.  n—Qet. 
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PKOTOTYPl  PEE  UNIT  COST  ScHEDDLE 
EEOiON  X — Contlnaed 


Number  of  bedrooms 

0  1  2  3  4  S  0 


Spokane,  Wish.: 

Jietacbed  and  semidetached .  8,  SfiO 

Row  dwellings . . .  8, 180 

Walk-up . 7,000 

Klovator-structure .  11, 160 

riieney.  Wash.: 

Detached  and  semidetached .  8, 680 

Row  dwellings .  8, 260 

Walk-up . . . .  7, 100 

Elevator-structure .  11,300 

C’oeur  d’Alene,  Idaho: 

Detached  and  semidetached .  8, 600 

Row  dwellings .  8, 200 

Walk-up .  7, 080 

Elevator-structure .  11,280 

Kennewick,  Wash.: 

Detached  and  semidetached . .  9, 300 

Row  dwellings .  8, 900 

Walk-up . .  7,600 

Elevator-.stnicture .  12, 180 

rullman,  Wa.sh.: 

Detached  and  semidetached .  9,480 

Row  dwellings .  9, 000 

Walk-up .  7, 700 

Elevator-structure .  12,300 

I.ewiston,  Idaho: 

Detaehed  and  semidetached .  8, 680 

Row  dwellings .  8, 260 

Walk-up .  7, 100 

Elevator-structuro .  ll,3tX) 


PART  277— LOANS  FOR  HOUSING 
FOR  THE  ELDERLY  OR  HANDI¬ 
CAPPED 

Sec. 

277.1  Definitions. 

277.2  General  policy. 

277.3  Sponsorship. 

277.4  Eligible  projects. 

277.5  Loan  applications. 

277.6  Loan  terms. 

277.7  Loan  agreement. 

277.8  Regulatory  agreement. 

277.9  Other  requirements. 

277.10  Assistance  to  nonprofit  organiza¬ 

tions. 

277.11  Refinancing. 

Authoritt:  The  provisions  of  this  Part 
277  issued  under  sec.  102,  73  Stat.  667;  12 
U.S.C.  1701q. 

§  277.1  Definitions. 

As  used  in  this  part: 

(a)  All  terms  shall  have  the  same 
meaning  as  given  them  in  the  Act. 

(b)  “Act”  means  title  II  of  the  Hous¬ 
ing  Act  of  1959,  as  amended,  12  U.S.C. 
1701q. 

(c)  "Applicant”  means  any  nonprofit 
corporation  no  part  of  the  net  earnings 
of  which  inures  to  the  benefit  of  any 
private  shareholder,  contributor,  or  indi¬ 
vidual,  if  such  corporation  is  approved 
by  the  Secretary;  any  limited  profit 
sponsor  approved  by  the  Secretary;  any 
consumer  cooperative;  or  any  public 
body  or  agency  eligible  under  section 
202(a)  (2)  of  the  Act. 

(d)  “Construction”  means  erection  of 
new  structures  or  rehabilitation,  altera¬ 
tion,  conversion,  or  improvement  of  ex¬ 
isting  structures  and  includes  acquisition 
of  existing  structures  to  be  rehabilitated, 
altered,  converted,  or  improved. 

(e)  “Development  cost”  means  the 
costs  of  construction  of  housing  and  re¬ 
lated  facilities,  and  of  land  and  neces¬ 
sary  site  improvements,  and  included 
preliminary  development  costs,  architect 
and  engineering  costs,  organizational 


ia380 

9,860 

8,700 

13,000 

12,780 
12,160 
11,080 
16,400  . 

16,200 

14,460 

13,060 

18,300 
17, 400 
18, 100 

20.360 

19.360 
16,660 

21,300 
20,  -2.50 
17,450 

10,600 

lo,rxM) 

8,800 

13,200 

10,400 
9,900 
8,760 
13, 100 

12,900 
12,300 
11,200 
16,600  . 

16,400 

14,660 

13,280 

18.650 

17.650 
16,300 

20,6.50 

19,600 

16,900 

21,600 
20,550 
17, 700 

12,880 
12,280 
11,  ISO 
16,800  . 

18,300 
14, 6.V) 
13,150 

18, 400 
17,800 
16,200 

20,600 

19.  (9  K) 
16,780 

21,450 
20, 400 
17,550 

11,280 
10,760 
9,4.80 
14,  ISO 

13,900 
13,  250 
12,050 
17,850  . 

16,6.50 
16,780 
14, 200 

20,000 
18, 9.50 
16. 450 

22. 150 
21,050 

18. 150 

23,200 
22, 050 
19,  UK) 

liii 

14,Wi0 
13,4110 
12, 200 
18, 100  . 

16.760 
IS,  950 
14,400 

20,  200 
19,  '200 
16,650 

22, 4.50 

21.380 

18.380 

23, 500 
22. 250 
19,  '280 

10,800 

10,000 

8,800 

13,200 

12,900 
12,  .300 
11,200 
16,000  . 

18. 400 
14,6.50 
13,250 

18,800 
17,6.50 
1,5, 300 

20,680 

19, 600 

16,  '.too 

21,600 
•20, 5.50 
17, 700 

and  development  costs,  legal  and  admin¬ 
istrative  costs,  and  interest  during  con¬ 
struction  and  rent-up  period. 

(f)  “Elderly  or  handicapped  families” 
means  families  consisting  of  two  or  more 
persons,  the  head  of  which  (or  his 
spouse)  is  62  years  of  age  or  over  or  is 
handicapped;  and  any  single  person  who 
is  62  years  of  age  or  over  or  is 
handicapped. 

(g)  “Handicapped  person”  means  any 
person  having  a  physical  impairment 
which  is  expected  to  be  of  long-continued 
and  indefinite  duration,  substantially 
impedes  his  ability  to  live  independently, 
and  is  of  such  nature  that  such  ability 
could  be  improved  by  more  suitable 
housing  conditions. 

(h)  “Housing  and  related  facilities” 
means  structures  suitable  for  dwelling 
use  by  elderly  or  handicapped  families, 
and  structures  suitable  for  use  as  cafe¬ 
terias  or  dining  halls,  community  rooms 
or  buildings,  workshops,  or  infirmaries 
or  other  inpatient  or  outpatient  health 
facilities,  or  other  essential  service 
facilities. 

(i)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
any  officer  authorized  to  perform  the 
functions  of  the  Secretary. 

(j)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  and  the  posses¬ 
sions  of  the  United  States. 

§  277.2  Gnioral  piilicy. 

The  purpose  of  the  program  described 
in  this  part  is  to  provide  assistance  for 
the  development  of  rental  housing  proj¬ 
ects,  to  serve  elderly  or  handicapped 
families  whose  incomes  are  below  those 
needed  to  pay  the  rentals  in  adequate 
private-market  housing,  through  direct 
loans  where  private  financing  is  not 
available  on  equally  favorable  terms  and 
conditions.  Project  design,  site  selection, 
and  financial  arrangements  must  be  con¬ 
sistent  with  the  ultimate  purpose  of  pro¬ 


viding  pleasant  living  arrangements  at 
minimum  rentals  to  promote  independ¬ 
ent  living  by  elderly  or  handicapped 
families. 

§  277.3  Spoiivor.slilp. 

An  applicant  either  must  be  an  estab¬ 
lished  organization  the  purposes  of 
which  include  promotion  of  the  welfare 
of  elderly  or  handicapped  families  or 
must  be  sponsored  by  a  fraternal,  civic, 
religious,  charitable,  or  similar  organi¬ 
zation  with  long-term  social  and  finan¬ 
cial  responsibility.  The  sponsor  must  be 
willing  and  able  to  maintain  a  contin¬ 
uing  interest  in  and  support  of  the  proj¬ 
ect  and  its  affairs  during  the  life  of  the 
loan. 

§  277.  i  Kligihli'  projecl.s. 

Loan  assistance  to  finance  the  con¬ 
struction  of  housing  and  related  facili¬ 
ties  for  elderly  or  handicapped  families 
may  be  provided  under  the  following 
conditions : 

(a)  Construction  must  not  be  of  elab¬ 
orate  or  extravagant  de.slgn  or  materials 
and  must  be  undertaken  in  an  economi¬ 
cal  manner. 

(b)  Project  design,  site  selection,  and 
costs  must  provide  access  to  community 
activities  and  services,  and  a  pleasant 
environment. 

(c)  Nursing  homes,  hospitals,  or  simi¬ 
lar  medical  establishments,  and  chapels 
or  other  facilities  of  a  religious  nature 
are  not  eligible  for  loan  assistance. 

(d)  Customary  leasing  arrangements 
with  periodic  payments  for  rentals  and 
collateral  services  must  be  provided;  life- 
care  contracts,  founders’  fees,  or  similar 
arrangements  are  not  permissible. 

(e)  An  eligible  facility  must  be  finan¬ 
cially  feasible  and  essential  for  the  wel¬ 
fare  of  the  project  residents,  and  may 
include  such  facilities  as  project-man¬ 
agement  office  space,  project  workshops 
and  storage  space,  recreation  and  social 
centers,  snack  bars,  craft  shops,  multi¬ 
purpose  rooms,  lavmdry  facilities,  and 
cafeterias  or  dining  halls.  Commercial 
facilities,  such  as  grocery  stores,  res¬ 
taurants,  beauty  and  barber  shops,  may 
be  included  if  they  are  e.ssentlal  for  the 
elderly  or  handicapped  families  in  the 
project  and  are  not  otherwise  conven¬ 
iently  available  to  them. 

§  277. .3  I.oiin 

Information  and  application  forms 
may  be  obtained  from  and  applications 
submitted  to  the  HUD  Regional  Office 
which  serves  the  area  in  w’hich  the  ap¬ 
plicant  or  sponsoring  organization  is  lo¬ 
cated.  A  list  of  HUD  Regional  Offices 
with  their  addresses  and  areas  of  juris¬ 
diction  appears  at  §  3.8  of  this  title.  Prior 
to  loan  approval,  an  applicant  must 
establish  that: 

(a)  It  has  the  necessary  legal  author¬ 
ity  to  finance,  construct,  and  maintain 
the  proposed  facilities,  to  apply  for  and 
receive  the  proposed  loan,  and  to  provide 
such  security  as  shall  be  required  by  the 
Secretary ; 

(b)  It  has  the  ability  to  comply  with 
the  terms  and  conditions  for  repayment 
of  the  loan  and  operation  of  the  project; 
and 
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(c)  It  has  or  will  have  such  interest 
In  or  title  to  the  project  site,  including 
access  thereto,  as  will  assure  undisturbed 
use,  possession,  and  operation  of  the 
faciUties  during  the  term  of  the  loan. 

§  277.6  l..4tan  tornis. 

Loans  shall  be  repayable  within  such 
period,  not  to  exceed  50  years,  shall  bear 
interest  at  such  rate,  not  to  exceed  3  per¬ 
cent  per  annum,  and  shall  be  so  secured 
and  subject  to  such  terms  and  condi¬ 
tions,  as  shall  be  determined  by  the 
Secretary.  A  loan  may  be  in  an  amount 
not  to  exceed  the  total  development  cost 
of  the  project  except  that,  in  the  case 
of  limited  profit  sponsors,  a  loan  may 
not  exceed  90  peixjent  of  total  develop¬ 
ment  cost. 

§  277.7  Ixtun  agrot-nK-nl. 

Upon  approval  of  a  loan  and  reserva¬ 
tion  of  funds,  the  Secretary  will  prepare 
and  forward  a  loan  agreement  for  ex¬ 
ecution  by  the  applicant.  The  loan  agree¬ 
ment  will  set  forth  the  terms  and  con¬ 
ditions  of  the  loan  and  will  also  specify 
conditions  which  must  be  fiUfilled 
precedent  to  the  making  of  the  loan. 
The  fully  executed  loan  agreement  will 
constitute  the  loan  contract  between  the 
applicant  and  the  Secretary  during  the 
life  of  the  loan. 

§  277.8  Regulatory  agrermenl. 

Prior  to  loan  disbursement,  an  appli¬ 
cant  is  required  to  enter  into  a  regula¬ 
tory  agreement  with  the  Secretary  under 
which  the  applicant  shall  agree  (a)  to 
establish  rentals  approved  by  the  Secre¬ 
tary,  (b)  to  limit  occupancy  of  the  proj¬ 
ect  to  elderly  or  handicapped  families 
in  accordance  with  occupancy  criteria 
approved  by  the  Secretary,  including 
prescribed  income  limits,  (c)  not  to  rent 
any  portion  of  the  project  for  transient 
or  hotel  use,  and  (d)  to  provide  a  govern¬ 
ing  board  and  management  acceptable  to 
the  Secretary. 

277.9  Other  requiroments. 

(a)  All  laborers  and  mechanics  em¬ 
ployed  by  contractors  and  subcontrac¬ 
tors  in  the  construction  of  housing  and 
related  facilities  assisted  under  the  Act 
shall  be  paid  wages  at  rates  not  less  than 
those  prevailing  in  the  locality  involved 
for  the  corresponding  classes  of  laborers 
and  mechanics  employed  on  construc¬ 
tion  of  a  similar  character  as  determined 
by  the  Secretary  of  Labor  in  accordance 
with  the  Davis-Bacon  Act,  as  amended, 
40  U.S.C.  276a — 276a-5,  and  shall  receive 
overtime  compensation  in  accordance 
with  and  subject  to  the  provisions  of  the 
Contract  Work  Hours  Standards  Act,  40 
U.S.C.  327-332. 

(b)  All  contracts  for  constructiem 
work  paid  for  in  whole  or  in  part  from 
loan  funds  provided  under  the  Act  shall 
provide  that  the  contractor  shall  comply 
with  the  Copeland  (“Anti-Kickback”) 
Act,  40  UB.C.  276c,  and  the  regulations 
of  the  Secretary  of  Labor  thereunder 
(29  CFR  Part  3). 

(c)  ITie  requirements  of  title  VI  of  the 
Civil  Rights  Act.  42  U.S.C.  2000d  et  seq., 
that  no  person  in  the  United  States  shall, 
on  the  ground  of  race,  color,  or  national 


origin,  be  excluded  from  participation 
in,  or  be  denied  the  benefits  of,  or  be 
otherwise  subjected  to  discrimination 
are  applicable  to  projects  receiidng  as¬ 
sistance  under  the  Act. 

(d)  All  contracts  for  construction 
work  paid  for  in  whole  or  in  part  from 
loan  funds  provided  under  the  Act  are 
subject  to  Executive  Order  No.  11246  (30 
P.R.  12319,  Sept.  28,  1965),  providing  for 
equal  opportunity  in  employment,  and 
the  rules  and  regulations  of  the  Depart¬ 
ment  of  Labor  with  respect  thereto. 

(e)  The  provisions  of  title  VIII  (Fair 
Housing)  of  the  Civil  Rights  Act  of  1968, 
Public  Law  90-284,  42  U.S.C.  3601-3619, 
prohibiting  refusal  to  rent  to  or  discrimi¬ 
nation  against  any  person  in  terms  or 
conditions  of  rental  or  provision  of  serv¬ 
ices  on  account  of  race,  color,  religion,  or 
national  origin,  are  applicable  to  projects 
assisted  under  the  Act. 

§  277.10  Assi^taiicr  lo  iHtnitroiii  or- 
ganizatiun*.. 

Nonprofit  organizations  are  eligible 
for  financial  assistance  under  section  106 
of  the  Housing  and  Urban  Development 
Act  of  1968,  12  U.S.C,  1701x.  to  cover 
costs  expected  to  be  incurred  in  planning 
and  obtaining  financing  for  the  rehabili¬ 
tation  or  construction  of  housing  proj¬ 
ects  for  elderly  or  handicapped  persons 
under  the  Act.  Such  assistance  is  in  the 
form  of  80  pereent  interest-free  loans  to 
cover  such  costs  directly  related  to  the 
project  as  organization  expenses,  legal 
fees,  consultant  fees,  preliminary  site 
engineering  fees,  site  options,  FHA  and 
GNMA  application  fees,  and  construction 
loan  fees.  Requests  for  such  assistance 
should  be  submitted  to  the  Assistant 
Commissioner  for  Subsidized  Housing 
Programs,  451  Seventh  Street  SW., 
Washington,  D.C.  20410. 

§  277.11  Refinancing. 

Projects  may  be  refinanced  by  mort¬ 
gages  insured  imder  section  236  (J)  of 
the  National  Housing  Act,  12  U.S.C. 
1715z-l(j),  provided  that  application 
therefor  is  made  within  a  reasonable  time 
after  project  completion.  As  a  condition 
of  obtaining  a  direct  loan,  an  applicant 
must  agree  to  seek  such  refinancing 
within  30  days  after  project  completion 
if  it  finds  that  refinancing  is  feasible  and 
advantageous  to  the  occupants  of  the 
project.  Application  for  refinancing 
should  be  made  to  the  appropriate  HUD 
Regional  OflBce. 

PART  279— COLLEGE  HOUSING 

Sec. 

279.1  Deflaltlons. 

279.2  General  policy. 

279.3  Eligible  projects. 

279.4  Applications. 

279.6  Assistance  terms. 

279.6  Assistance  agreements. 

279.7  Grants  to  public  educational  In¬ 

stitutions. 

279.8  Other  requirements. 

Authoritt:  The  provisions  of  this  Part 
279  Issued  under  sec.  402,  64  Stat.  78;  12 
U.S.C.  1749a. 

§  279.1  I)efinition.<<. 

As  used  in  this  part: 

(a)  All  terms  shall  have  the  same 
meaning  as  given  them  in  the  Act. 


(b)  “Act”  means  title  IV  of  the  Hous¬ 
ing  Act  of  1950,  as  amended  (12  UJ3.C. 
1749  et  seq.) . 

g  (c)  “Construction”  means  erection  of 
new  structures,  or  rehabilitation,  altera¬ 
tion,  conversion,  or  improvement  of  ex¬ 
isting  structures. 

(d)  “Development  cost"  means  the 
cost  of  construction,  land  and  site  im¬ 
provements,  and  Includes  preliminary 
development  expenses,  architect  and  en¬ 
gineering  expense,  legal  and  administra¬ 
tive  expense,  and  Interest  during  con¬ 
struction;  except  that,  in  the  case  of 
purchase  of  facilities,  such  cost  shall  be 
as  approved  by  the  Secretary. 

(e)  “Educational  institution”  meays 
any  public  or  nonprofit  private  college, 
university,  or  other  institution  which 
offers  or  will  offer  within  a  reasonable 
time  after  completion  of  the  facility  at 
least  a  2-year  program  acceptable  for 
full  credit  toward  a  bachelor’s  degree; 
any  hospital  operating  a  school  of  nurs¬ 
ing  beyond  the  level  of  high  school  ap¬ 
proved  by  State  authority  or  internship 
and  resident  programs  approved  by 
recognized  authority  providing  housing 
for  their  students;  or  any  nonprofit 
corporation,  student  cooperative,  or  pub¬ 
lic  body,  eligible  under  section  404(b)  of 
the  Act,  providing  housing  and  related 
facilities  for  students  and  faculty  of 
educational  institutions. 

(f)  “Housing  and  other  educational 
facilities”  means  (1)  structures  suitable 
for  dwelling  use,  including  dormitories, 
apartments,  and  single  family  dwellings, 
and  (2)  structures  suitable  for  use  as 
cafeterias  or  dining  halls,  student  cen¬ 
ters  or  student  unions.  Infirmaries,  health 
facilities,  or  other  essential  service 
facilities. 

(g)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
any  officer  authorized  to  perform  tlie 
functions  of  the  Secretary. 

(h)  “State”  means  the  several  States, 
the  District  of  Columbia,  and  the  Ten-i- 
tories  and  possessions  of  the  United 
States,  including  the  Commonwealth  of 
Puerto  Rico. 

§  279.2  Cc-nrral  polit'v. 

The  objective  of  this  program  is  to 
assist  educational  institutions  in  provid¬ 
ing  housing  and  other  educational  facili¬ 
ties  for  students  and  faculties  through 
direct  loans  for  the  construction  or  pur¬ 
chase  of  such  facilities,  or  through  an¬ 
nual  debt  service  grants  to  reduce  the 
cost  of  borrowing  from  other  sources  for 
such  purposes,  where  private  financing 
is  not  available  on  terms  and  conditions 
equally  as  favorable  as  for  a  direct  loan. 
Assistance  is  also  provided  to  hospitals 
operating  niirsing  schools  beyond  the 
high  school  level  or  approved  for 
internships. 

§  279.3  Kligiblo  projccl.x. 

Assistance  in  financing  tlic  construc¬ 
tion  or  purchase  of  housing  and  other 
educational  facilities  may  be  provided 
under  the  following  conditions: 

(a)  Construction  must  not  be  of  elab¬ 
orate  or  extravagant  design  or  materials 
and  must  be  undertaken  in  an  economi¬ 
cal  manner. 
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(b)  Construction  must  not  have  been 
completed  at  the  time  the  application 
for  assistance  is  made. 

(c)  A  loan  or  grant-supported  loan 
cannot  be  made  solely  for  the  purpose 
of  refunding  a  long-term  loan  obtained 
prior  to  the  filing  of  an  application. 

(d)  Grant  assistance  will  not  accrue 
for  any  period  prior  to  occupancy  of  the 
facilities. 

(e)  Site  acquisition  is  limited  to  the 
amount  of  land  reasonably  necessary  for 
the  proposed  housing  or  other  educa¬ 
tional  facility. 

(f)  Projects  to  provide  facilities  for 
religious  purposes  or  for  theological  sem¬ 
inaries  or  other  schools  providing  train¬ 
ing  primarily  for  religious  vocations  are 
ineligible  for  assistance. 

(g)  Housing  for  the  use  of  specific 
groups  of  students,  such  as  fraternities  or 
sororities,  is  eligible  only  if  such  housing 
is  part  of  the  overall  housing  plan  of  the 
college  and  if  the  housing  will  be  oper¬ 
ated  under  the  direct  responsibility  and 
control  of  the  college. 

(h)  An  eligible  service  facility  must 
provide  an  essential  service  in  connection 
with  the  institution’s  housing  plan. 

§  279.4  Applifutioiis. 

(a)  Information  and  application  forms 
may  be  obtained  from  and  applica¬ 
tions  submitted  to  the  Regional  Office 
of  the  Department  of  Housing  and  Urban 
Development  which  serves  the  area  in 
which  the  educational  institution  is  lo¬ 
cated.  Applications  will  be  received  pe¬ 
riodically  and  considered  concurrently 
for  both  the  direct  loan  and  grant  sub¬ 
sidy  programs.  In  order  to  maintain 
flexibility  in  the  allocation  of  available 
funds,  HUD  reserves  the  option  to  ap¬ 
prove  either  a  direct  loan  or  a  grant  to  a 
particular  applicant. 

(b)  Prior  to  approval  of  a  direct  loan 
or  grant,  the  applicant  educational  in¬ 
stitution  must  establish  that  it: 

(1)  Has  the  necessary  legal  authority 
to  finance,  construct,  operate  and  main¬ 
tain  the  proposed  facilities,  to  apply  for 
and  receive  the  proposed  assistance,  and 
to  provide  such  security  as  shall  be  re¬ 
quired  by  the  Secretary; 

(2)  Has  the  ability  to  comply  with  the 
terms  and  conditions  governing  receipt 
of  assistance  and  operation  of  the 
project; 

( 3 )  Has  or  will  ha ve  such  Interest  in  or 
title  to  the  project  site.  Including  access 
thereto,  as  will  assure  undisturbed  use, 
possession  and  operation  of  the  facilities 
during  the  period  of  assistance;  and 

(4)  Will  retain  title  to  and  all  of  its 
right,  title,  and  interest  in  and  to  the 
project  during  the  period  of  assistance, 
except  as  otherwise  expressly  approved 
by  the  Secretary. 

§  279. S  U'l  niv. 

(a)  Direct  loans  for  eligible  develop¬ 
ment  cost  shall  be  for  such  period  not  to 
exceed  40  years  (50  years  for  projects  for 
which  funds  were  reserved  prior  to  July  1, 
1968),  bear  interest  at  such  rate  not 
to  exceed  3  percent  per  annum,  and  be  so 
secured  and  subject  to  such  terms  and 
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conditions,  as  shall  be  deteimined  by  the 
Secretary. 

(b)  Annual  grants  shall  be  made  over 
a  fixed  period  not  exceeding  40  years,  as 
determined  by  the  Secretary,  in  an 
amount  equal  to  the  difference  between 
the  average  annual  debt  service  required 
to  amortize  the  private  market  loan  to 
cover  eligible  development  cost  and  the 
average  annual  debt  service  which  would 
be  required  to  amortize  a  direct  loan  of 
like  term.  Fund  limitations  may  require 
the  setting  of  maximum  limits  for  the 
grant. 

§  279.6  A^hitituncc 

UpHjn  approval  of  a  direct  loan  or 
grant,  together  with  reservation  of  funds, 
the  Secretary  will  prepare  and  forward 
a  loan  agreement  or  grant  agreement  for 
execution  by  the  educational  Institution. 
The  agreement  will  set  forth  the  terms 
and  conditions  of  the  loan  or  grant  and 
will  also  specify  conditions  which  must 
be  fulfilled  precedent  to  making  of  the 
loan  or  grant.  The  fully  executed  agree¬ 
ment  will  constitute  the  contract  be¬ 
tween  the  educational  institution  and  the 
Secretary  during  the  life  of  the  direct 
loan  or  grant,  and  in  the  case  of  a  grant 
will  guarantee  continuation  of  the  grant 
payments  so  long  as  the  related  private 
market  bonds  are  outstanding. 

§  279.7  Grants  to  piililir  rdiicatioiial 
institutions. 

All  public  educational  Institutions  ap¬ 
proved  for  grant  assistance  must  comply 
with  the  following  requirements  except 
as  otherwise  expressly  approved  by  the 
Secretary: 

(a)  Submit  a  financing  plan  in  form 
and  substance  acceptable  to  the  private 
bond  market  and  satisfying  minimum 
standards  established  by  the  Secretary: 

(b)  Publicly  advertise  the  bonds  in  a 
financial  newspaper  of  general  use  by 
the  bond  market  to  which  the  bonds  will 
be  offered: 

(c)  Accept  bids  only  for  the  entire  is¬ 
sue:  and 

(d)  Obtain  an  unqualified  approving 
opinion  of  bond  counsel  experienced  in 
municipal  bonds  whose  opinions  are 
marketable  by  reason  of  previous  accept¬ 
ance  by  Investment  dealers,  banks,  or 
insurance  companies. 

§  279.8  Oilier 

(a)  All  laborers  and  mechanics  em¬ 
ployed  by  contractors  and  subcontractors 
in  the  construction  of  housing  and  edu¬ 
cational  facilities  as.sistpd  under  the  Act 
shall  be  paid  wages  at  rates  not  less  than 
those  prevailing  in  the  locality  Involved 
for  the  corresponding  classes  of  laborers 
and  mechanics  employed  on  construction 
of  a  similar  character  as  determined  by 
the  Secretary  of  Labor  in  accordance 
with  the  Davis-Bacon  Act,  as  amended 
(40  U.S.C.  276a-276a-5) .  and  shall  re¬ 
ceive  overtime  compensation  in  accord¬ 
ance  with  and  subject  to  the  provisions 
of  the  Contract  Work  Hours  Standards 
Act  (40  U.S.C.  327-332) . 

(b)  All  contracts  for  construction 
work  paid  for  in  whole  or  in  part  from 
a.ssistance  funds  provided  under  the  Act 
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shall  provide  that  the  contractor  shall 
comply  with  the  Copeland  C'Antl-Klck- 
back”)  Act  (40  U.S.C.  276c)  and  the  reg¬ 
ulations  of  the  Secretary  of  Labor  there¬ 
under  (29  CFR  Part  3) . 

(c)  The  requirements  of  title  VI  of  the 
Civil  Rights  Act  (42  U.S.C.  2000d  et  seq.) 
that  no  person  in  the  United  States  shall, 
on  the  ground  of  race,  color,  or  national 
origin,  be  excluded  from  participation 
in,  or  be  denied  the  benefits  of.  or  be 
otherwise  subjected  to  discrimination  are 
applicable  to  educational  institutions  re¬ 
ceiving  assistance  under  the  Act. 

(d)  All  contracts  for  construction 
work  paid  for  in  whole  or  in  part  from 
assistance  funds  provided  imder  the  Act 
are  subject  to  Executive  Order  11246  (30 
F.R.  12319,  Sept.  28,  1965),  as  amended 
by  Executive  Order  11375  (32  F.R.  14303, 
Oct.  17,  1967),  providing  for  equal  op¬ 
portunity  in  employment,  and  the  rules 
and  regulations  of  the  Department  of 
Labor  with  respect  thereto. 

(e)  The  provisions  of  title  vm  (Fair 
Housing)  of  the  Civil  Rights  Act  of  1968 
(Public  Law  90-284,  42  U.S.C.  3601- 
3619),  prohibiting  refusal  to  rent  to  or 
discrimination  against  any  person  in 
terms  or  conditions  of  rental  or  provision 
of  services  on  account  of  race,  color, 
religion,  or  national  origin,  are  appli¬ 
cable  to  projects  assisted  under  the  Act. 

Chapter  III — Government  National 
Mortgage  Association 

Subchapter  A — Introduction 

Part 

300  General. 

310  Bylaws  of  the  Government  Na¬ 
tional  Mortgage  Association. 

Subchapter  B — Special  Assistance  Functions 

320  De.scription. 

330  Eligible  sellers  of  mortgages. 

340  Purchase  requirements. 

350  Sei-vicing  and  sales  of  mortgages. 

Subchapter  C — Management  and  Liquidating 
Functions 

360  Description. 

370  Mortgage  activities. 

330  Fiduciary  activities. 

390  Guaranty  of  mortgage-backed  se¬ 
curities. 

SUBCHAPTER  A — INTRODUCTION 

PART  300 — GENERAL 

Sec. 

300.1  Scope  of  chapter. 

300.3  Description. 

300.5  Creation  and  status. 

300.7  Area  of  operations. 

3009  OfUccs. 

300. 1 1  Power  of  attorney. 

300.13  Exceptions. 

Authority:  The  provisions  of  this  Part 
300  Issued  under  sec.  309,  82  Stat.  540;  12 
U.S.C.  1723a. 

§  .300.1  Si'opeof  cliiipter. 

This  chapter  consists  of  general  infor¬ 
mation  and  docs  not  purport  to  set  forth 
all  of  the  procedures  and  requirements 
that  apply  to  the  operations  of  the  Asso¬ 
ciation.  Complete  specific  information  as 
to  any  aspect  of  such  operations  may  be 
obtained  from  the  regional  offices  listed 
in  §  300.9. 
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§  300.3  Description. 

The  Government  National  Mortgage 
Association  (hereafter  in  this  chapter 
called  the  Association)  purchases,  serv¬ 
ices,  and  sells  mortgages  insured  or  guar¬ 
anteed  by  the  Federal  Housing  Adminis¬ 
tration  (FHA)  and  the  Veterans  Admin¬ 
istration  (VA) ,  furnishes  fiduciary  serv¬ 
ices  to  itself  and  other  departments  and 
agencies  of  the  Government,  and  guar¬ 
antees  privately  issued  securities  backed 
by  trusts  or  pools  of  mortgages  or  loans 
which  are  insured  or  guaranteed  by  FHA 
and  VA  and  certain  loans  insured  by  the 
Farmers  Home  Administration. 

§  300.5  Creation  and  status. 

The  Association  is  a  Government  cor¬ 
poration  in  the  Department  of  Housing 
and  Urban  Development.  The  origin  of 
the  Association  is  in  the  creation  on  Feb¬ 
ruary  10,  1938,  under  title  III  of  the  Na¬ 
tional  Housing  Act,  of  the  National  Mort¬ 
gage  Association  of  Washington.  On 
April  11,  1938,  its  name  was  changed  to 
Federal  National  Mortgage  Association. 
Effective  November  1,  1954,  it  was  re- 
chartered  by  the  Congress  as  a  mixed- 
ownership  corporation.  Effective  Sep¬ 
tember  1,  1968.  it  was  partitioned  by  the 
Congress  into  two  corporations,  one  of 
which  is  the  Association.  The  operations 
of  the  Association  are  conducted  under 
its  statutory  charter  contained  in  title 
HI  of  the  National  Housing  Act,  12  U.S.C, 
1716etseq.  ^ 

§  390.7  Area  uf  uprraliuns. 

The  Association  is  authorized  to  con¬ 
duct  its  business  in  any  State  of  the 
United  States,  the  District  of  Columbia, 
the  Commonwealth  of  Puerto  Rico,  and 
the  territories  and  possessions  of  the 
United  States. 

§  300.9  Oflice*.. 

The  Association  directs  its  operations 
from  its  office  located  at  451  Seventh 
Street  SW.,  Washington,  D.C.  20414.  It 
has  made  provisions  for  the  carrying  on 
of  such  operations  through  the  Federal 
National  Mortgage  Association  (FNMA) . 
The  regional  offices  of  FNMA  are  listed 
below: 

Atlanta,  Oa.  30303,  34  Peachtree  Street 
NE.:  Alabama,  Florida,  Oeorgla,  Kentucky, 
Mississippi,  North  Carolina,  South  Carolina, 
Tennessee. 

Chicago,  HI.  60603,  1112  Commonwealth- 
Edlson  Building,  72  West  Adams  Street:  Il¬ 
linois,  Indiana,  Iowa,  Michigan,  Minnesota, 
Nebraska,  North  Dakota,  Ohio,  South  Dakota, 
Wisconsin. 

Dallas,  Tex.  75201,  411  North  Akard  Street: 
Arkansas,  Colorado,  Kansas,  Louisiana, 
Missouri,  New  Mexico,  Oklahoma,  Texas. 

Los  Angeles,  Calif.  90006,  3540  Wllshlre 
Boulevard:  Alaska,  Arizona,  California, 

Guam,  Hawaii,  Idaho,  Montana,  Nevada, 
Oregon,  Utah,  Washington,  Wyoming. 

Philadelphia,  Pa.  19103,  5  Penn  Center 
Plaza:  Connecticut,  Delaware,  District  of 
Columbia,  Maine,  Maryland,  Massachusetts, 
New  Hampshire,  New  Jersey,  New  York,  Penn¬ 
sylvania,  Puerto  Rico,  Rhode  Island,  Ver¬ 
mont,  Virgin  Islands,  Virginia,  and  West 
Virginia. 

§  300,1 1  I’ower  of  ullonioy. 

(a)  The  Association  does  hereby  make, 
constitute,  and  appoint  each  of  the  per¬ 


sons  named  in  paragraph  (c)  of  this 
section  its  true  and  lawful  attomey-in- 
fact,  for  the  Association  and  in  its  name 
and  stead; 

(1)  To  purchase  or  contract  to  pur¬ 
chase  any  note,  bond,  or  other  evidence 
of  indebtedness  and  any  accompanying 
real  estate  mortgage,  deed  to  trust, 
security  deed,  chattel  mortgage,  or  col¬ 
lateral  or  security  of  whatsoever  kind  or 
nature,  to  modify  or  consent  to  the  mod¬ 
ification  of  any  such  contract,  and  to 
act  or  authorize  action  to  enforce  any 
such  contract; 

•  (2)  To  endorse,  assign,  sell,  exchange, 
amend,  modify,  extend,  release,  cancel, 
or  renew  any  note,  bond,  check,  or  other 
evidence  of  indebtedness  now  or  here¬ 
after  held  by  the  Association,  and  to  re¬ 
lease  from  liability  any  maker,  obligor, 
or  guarantor  on  any  such  note,  bond, 
check,  or  other  evidence  of  indebtedness: 

(3)  To  satisfy,  discharge,  release, 
amend,  assign,  modify,  extend,  renew, 
subordinate,  foreclose,  or  liquidate  in  any 
legal  manner,  in  whole  or  in  part,  any 
chattel  mortgage,  real  estate  mortgage, 
deed  of  trust,  security  deed,  or  coliateral 
or  security  of  whatsoever  kind  or  nature, 
securing  any  note,  bond,  check,  or  other 
evidence  of  indebtedness  now  or  here¬ 
after  held  by  the  Association,  and  to 
exercise  any  right  or  authority  which 
the  Association  has  or  may  have  pur¬ 
suant  to  the  terms  of  any  such  security 
instrument  or  evidence  of  indebtedness, 
including  any  power  of  appointment 
contained  therein; 

(4)  To  assign,  convey,  sell,  lease,  or 
sublease  and  to  contract  for  the  assign¬ 
ment,  conveyance,  sale,  lease,  or  sub¬ 
lease  of  any  real  estate,  chattel,  security, 
or  property  of  any  sort  or  nature,  or  any 
interest  therein,  now  held  or  hereafter 
acquired  by  the  Association; 

(5)  To  discharge,  satisfy,  release, 
waive,  enforce,  compromise,  subordinate, 
or  assign,  in  whole  or  in  part,  any  judg¬ 
ment  now  or  hereafter  entered  in  favor 
of,  or  assigned  to,  the  Association; 

(6)  To  assign,  surrender,  release,  or 
modify,  or  consent  to  the  assignment, 
surrender,  release,  or  modification  of, 
any  policy  of  insurance,  or  any  right 
arising  therefrom,  of  which  the  Asso¬ 
ciation  now  is  or  hereafter  shall  become 
the  assignee,  beneficiary,  or  the  insui-ed, 
or  in  which  the  Association  now  has  or 
hereafter  may  have  any  interest  of  any 
kind  or  nature;  and  to  execute  proof  of 
loss,  proof  of  death,  statement  of  claim¬ 
ant,  and  any  other  instrument  in  connec¬ 
tion  with  any  such  policy  of  insurance 
and  any  right  arising  therefrom: 

(7)  To  execute,  acknowledge,  deliver, 
file  for  record,  and  record  any  such  in¬ 
strument,  and  to  perform  such  other  act 
or  acts  as  may  be  nece.ssary  and  proper 
to  effectuate  the  foregoing;  and 

(8)  To  designate  and  appoint  in  be¬ 
half  of  the  Association  such  other  attor- 
neys-in-fact  for  the  Association  as  he 
may  deem  appropriate  for  the  purpose 
of  releasing  or  satisfying  of  record  any 
specific  mortgage,  deed  of  trust,  security 
deed,  or  other  security  Instrument  now 
or  hereafter  held  by  the  Association. 


(b)  The  Association  does  further 
grant  unto  each  of  such  attorneys-in- 
fact,  and  any  other  attomey-ln-fact 
designated  and  appointed  pursuant  to 
this  section,  full  power  and  authority  to 
do  and  perform  all  and  every  act  and 
thing  requisite,  necessary,  and  proper  to 
carry  into  effect  the  power  or  powers 
granted  by  or  under  this  section  as  fully, 
to  all  intents  and  purposes,  as  the  Asso¬ 
ciation  might  or  could  do,  and  hereby 
does  ratify  and  confirm  all  that  each  of 
such  attorneys-in-fact,  and  any  other 
attomey-in-fact  designated  and  ap¬ 
pointed  pursuant  to  this  section,  shall 
lawfully  do  or  cause  to  be  done  by  virtue 
of  the  power  or  powers  granted  by  or 
under  this  section. 

(c)  The  persons  appointed  attorneys- 
in-fact  by  paragraph  (a)  of  this  section 
are: 

(1)  The  Federal  National  Mortgage 
Association,  a  Government-sponsored 
private  corporation. 

(2)  Allan  E.  Arneson,  of  Los  Angeles, 
Calif. 

(3)  [Reserved] 

(4)  Howard  S.  Carnes,  of  Atlanta,  Ga. 

(5)  W.  D.  Cornwell,  of  Atlanta,  Ga. 

(6)  [Reserved] 

(7)  [Reserved] 

(8)  K.  A.  Duncan,  of  Philadelphia,  Pa. 

(9)  [Reserved] 

(10)  [Reserved] 

(11)  [Reserved] 

(12)  [Reserved] 

(13)  [Reserved] 

(14)  E.  V.  Hopkins,  of  Washington, 
D.C. 

(15)  [Reserved] 

(16)  [Reserved] 

( 17 )  Hughes  A.  King,  of  Dallas,  Tex. 

(18)  John  J.  Deisher,  of  Philadelphia, 
Pa. 

(19)  Hugh  J.  McConvllle,  of  Dallas, 
Tex. 

(20)  Albert  D.  Oltman,  of  Los  Angeles, 
Calif. 

(21)  Frank  W.  Pence,  of  Washington, 
D.C. 

(22)  Harry  Rode,  of  Dallas,  Tex. 

(23)  Edward  N.  Sambol,  of  Chicago, 

m. 

(24)  [Reserved] 

(25)  Oliver  J.  McCarron,  of  Phila¬ 
delphia,  Pa. 

(26)  [Reserved] 

(27)  Norbert  C.  Greene,  of  Philadel¬ 
phia,  Pa. 

(28)  John  R.  Hayes,  of  Chicago,  Ill. 

(29)  R.  P.  Martin,  of  Dallas,  Tex. 

(30)  B.  Rhodes,  Jr.,  of  Atlanta,  Ga. 

(31)  T.  J.  Swanson,  Jr.,  of  Atlanta, 
Ga. 

(32)  Norman  Camber,  of  Los  Angeles, 
Calif. 

(33)  Howard  A.  Morton,  of  Chicago, 
Ill. 

(34)  Jack  Powell,  of  Chicago,  Ill. 

(35)  Norman  M.  Reid,  of  Los  Angeles, 
Calif. 

(36)  Keller  D.  Thormahlen,  of  Dallas, 
Tex. 

(37)  Jack  Tuggle,  of  Los  Angeles, 
Calif. 

§  300.1.3  Kxrepiiuiis. 

In  the  conduct  of  its  affairs,  in  indi¬ 
vidual  cases  or  classes  of  cases,  the 
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Association  reserves  the  right,  con¬ 
sistent  with  law,  without  prior  notice 
and  at  any  time,  to  alter  or  waive  any 
of  the  requirements  contained  in  Uiis 
chapter  or  elsewhere  or  to  Impose  other 
and  additional  requirements;  it  further 
reserves  the  right,  without  prior  notice 
and  at  any  time,  to  amend  or  rescind 
any  or  all  of  the  material  set  forth 
herein. 

PART  310— BYLAWS  OF  THE  GOV¬ 
ERNMENT  NATIONAL  MORTGAGE 
ASSOCIATION 

Sec. 

310.1  Bylaws  of  the  Association. 

Appendix. 

§  310.1  Bylaws  of  the  Associuliuii 

The  bylaws  of  the  Government  Na¬ 
tional  Mortgage  Association,  duly 
adopted  by  the  Secretary  of  Housing  and 
Urban  Development  pursuant  to  section 
308  of  the  National  Housing  Act  (12 
U.S.C.  1723),  are  set  forth  in  the  follow¬ 
ing  appendix. 

Appendix 

ARTICLE  1— GENERAL  PROVISIONS 

Section  1.01.  Name.  The  name  of  the 
corporation  Is  Government  National  Mort¬ 
gage  Association  (the  “Association”). 

Sec.  1.02.  Powers  and  Duties.  There  are 
hereby  delegated  to  the  Association,  except 
as  otherwise  provided  In  these  Bylaws,  all 
the  powers  and  duties  of  the  Association 
which  are  by  law  vested  In  the  Secretary  of 
Housing  and  Urban  Development  (the 
“Secretary”) . 

Sec.  1.03.  Principal  Office  and  Other  Of¬ 
fices.  The  principal  office  of  the  Association 
shall  be  In  the  District  of  Columbia.  Other 
offices  of  the  Association  shall  be  In  such 
other  places  as  may  be  deemed  by  the  Secre¬ 
tary  to  be  necessary  or  appropriate. 

Sec.  1.04.  Seal.  The  seal  of  the  Association 
shall  be  of  such  design  as  shall  be  approved 
from  time  to  time  by  the  Secretary,  and  may 
be  affixed  to  any  document  by  impression,  by 
printing,  by  rubber  stamp,  or  otherwise. 

Sec.  1.05.  Fiscal  Year.  The  fiscal  year  of  the 
Association  shall  end  on  the  thirtieth  day 
of  June  of  each  year. 

ARTICLE  2— GENERAL  POLICIES 

The  Secretary  of  Housing  and  Urban  De¬ 
velopment  shall  determine  the  general  poli¬ 
cies  of  the  Association. 

ARTICLE  3— THE  OFFICERS 

Sec.  3.01.  Number.  The  Executive  Officers 
of  the  Association  shall  consist  of  a  Presi¬ 
dent,  one  or  more  Vice  Presidents,  a  Treas¬ 
urer,  a  General  Counsel,  a  Secretary  of  the 
Association,  and  a  Controller,  and  there  shall 
be  such  other  officers,  assistant  officers, 
agents,  attorneys,  and  employees  as  may  be 
deemed  necessary  by  the  Secretary  of  Housing 
and  Urban  Development. 

Sec.  3.02.  General  Authority  and  Duties. 
All  officers,  agents,  attorneys,  and  employees 
of  the  Association  shall  have  such  authority 
and  perform  such  duties  In  the  management 
and  conduct  of  the  business  of  the  Associa¬ 
tion  as  may  be  provided  in  these  Bylaws,  as 
may  be  established  by  the  Secretary  not  In¬ 
consistent  with  these  Bylaws,  or  as  may  be 
delegated  to  them  In  a  manner  not  incon¬ 
sistent  with  these  Bylaws.  The  President, 
each  Vice  President,  and  each  Assistant  Vice 
President  are  severally  expressly  empowered 
In  the  name  of  the  Association  to  sign  all 
contracts  and  other  documents.  Instruments, 


and  writings  which  call  for  execution  by  the 
Association  In  the  conduct  of  its  business  and 
affairs,  and  to  encumber,  mortgage,  pledge, 
convey,  or  otherwise  alien  any  property  which 
the  Association  may  own  or  In  which  it  may 
have  an  estate,  right,  title,  or  interest. 

Sec.  3.03.  Election,  Tenure,  and  Qualifica¬ 
tions.  The  Executive  Officers  named  In  sec¬ 
tion  3.01  shall  be  appointed  by  the  Secretary 
and  shall  serve  without  term.  The  officers, 
agents,  attorneys,  and  employees  of  the  As¬ 
sociation,  other  than  Executive  Officers,  shall 
be  appointed  by  the  President  or  by  any  other 
Executive  Officer  to  whom  the  President  shall 
have  delegated  the  authority. 

Sec.  3.04.  Removal.  Any  officer,  agent,  at¬ 
torney,  or  employee  may  be  removed  by  the 
Secretary.  Other  than  an  Executive  Officer, 
any  officer,  agent,  attorney,  or  employee  may 
also  be  removed  by  the  President  or  by  any 
other  Executive  Officer  having  authority  to 
choose  or  appoint  the  officer,  agent,  attorney, 
or  employee.  Any  such  removal  shall  not  be 
effected  in  a  manner  Inconsistent  with 
applicable  law,  these  Bylaws,  and  the  cor¬ 
porate  charter. 

Sec.  3.06.  The  President.  Tlie  President 
shall  be  the  chief  executive  officer  and  shall 
have  active  executive '  management  of  the 
operations  of  the  Association.  Except  as  may 
be  otherwise  provided  by  law,  the  corporate 
charter,  these  Bylaws,  or  the  Secretary,  the 
President  of  the  As.soclatlon  shall  have  ple¬ 
nary  power  and  authority  to  perform  all 
duties  ordinarily  Incident  to  the  office  of 
President  and  such  other  duties  as  may  be  as¬ 
signed  to  him  from  time  to  time  by  the 
Secretary.  The  President  may  prescribe, 
amend,  and  rescind  regulations  (for  publica¬ 
tion  In  the  Federal  Register  or  otherwise), 
requirements  and  procedures  governing  the 
manner  In  which  the  general  business  of  the 
Association  will  be  conducted  and.  In  the 
exercise  of  discretion,  shall  have  power  to 
provide  for  Individual  exceptions  thereto.  The 
President  shall  designate  the  sequence  In 
which  other  officers,  during  the  absence  or 
Inability  to  act  of  the  President  or  during  a 
vacancy  In  the  office  of  President,  shall  per¬ 
form  the  duties  and  exercise  the  power  and 
authority  of  the  President;  otherwl.se  such 
designation  shall  bo  made  by  the  Secretary. 

Sec.  3.06.  The  Vice  Presidents.  Each  Vice 
President  shall  have  such  powers  and  perform 
such  duties  as  the  Secretary  may  prescribe 
or  as  the  President  may  delegate  to  him. 

Sec.  3.07.  The  Treasurer.  The  Treasurer 
shall  be  the  financial  officer,  and.  In  general, 
shall  perform  all  the  duties  ordinarily  In¬ 
cident  to  the  office  of  Treasurer  and  such 
other  duties  as  may  be  assigned  to  him  by  the 
Secretary  or  by  the  President.  The  Treasurer 
may  be  required  to  furnish  bond  In  such 
amount  as  shall  be  determined  by  the  Sec¬ 
retary  or  the  President  of  the  Association  and 
the  premium  for  any  such  bond  shall  be  paid 
by  the  Association. 

Sec.  3.08.  The  General  Counsel.  The  Gen¬ 
eral  Counsel  shall  be  the  principal  consulting 
officer  of  the  Association  In  all  matters  of 
legal  significance  or  Import;  shall  be  re.spon- 
sible  for  and  direct  all  coun.sel,  attorneys, 
employees,  and  agents  in  the  performance  of 
all  legal  duties  and  services  for  and  on  behalf 
of  the  Association;  shall  perform  such  other 
duties  and  have  such  other  powers  as  are 
ordinarily  Incident  to  the  office  of  General 
Counsel;  and  shall  perform  such  other  duties 
as,  from  time  to  time,  may  be  assigned  to  him 
by  the  Secretary  or  by  the  President  of  the 
Association. 

Sec.  3.09.  The  Secretary  of  the  Association. 
The  Secretary  of  the  Association  shall  be  the 
custodian  of  records  and  of  the  seal  of  the 
Association;  and.  In  general,  shall  perform  all 
the  duties  ordinarily  Incident  to  the  office  of 
corporate  Secretary  and  such  other  duties 


as  may  be  assigned  to  him  by  the  Secretary 
of  Housing  and  Urban  Development  or  by 
the  President  of  the  Association.  The  Secre¬ 
tary  of  the  Association  and  any  Assistant 
Secretary  of  the  Association  are  expressly  em¬ 
powered  to  attest  all  signatures  and  to  affix 
the  seal  to  all  documents  the  execution  of 
which  on  behalf  of  the  Association  under  Its 
seal  Is  duly  authorized. 

Sec.  3.10.  The  Controller.  The  Controller 
shall  keep  or  cause  to  be  kept  full  and  ac¬ 
curate  accounts  of  all  assets,  liabilities,  com¬ 
mitments,  receipts,  disbursements,  and  other 
financial  transactions  of  the  Association: 
shall  certify  vouchers  for  payment  by  the 
Treasurer  or  his  designee,  and  shall  desig¬ 
nate,  with  the  written  concurrence  of  the 
President,  such  other  officers,  agents,  attor¬ 
neys,  and  employees,  severally,  who  may  so 
certify:  and.  In  general,  shall  perform  such 
other  duties  as  from  time  to  time  may  be 
assigned  to  him  by  the  Secretary  or  by  the 
President  of  the  Association. 

Sec.  3.11.  Assistant  Officers.  Each  assistant 
to  an  officer,  including  but  not  limited  to  any 
Assistant  Vice  President,  any  Assistant  Treas¬ 
urer,  any  Assistant  General  Counsel,  and  any 
Assistant  Secretary  of  the  Association,  and 
any  other  such  assistant  to  any  officer,  shall 
perform  such  duties  as  are,  from  time  to 
time,  delegated  to  him.  In  writing,  by  the 
officer  to  whom  he  Is  an  assistant,  by  the 
President,  or  by  the  Secretary.  At  the  request 
of  the  officer  to  whom  he  Is  an  assistant,  an 
assistant  officer  may  temporarily  perform  the 
duties  of  that  officer,  and  when  so  acting 
shall  have  the  powers  of  and  be  subject  to 
the  restrictions  imposed  upon  such  officer. 

ARTICLE  4— AMENDMENTS 

The  power  to  alter,  amend,  or  repeal  these 
Bylaws,  and  to  adopt  new  Bylaws  Is  retained 
by  the  Secretary  of  Housing  and  Urban 
I>evelopment. 

SUBCHAPTER  B — SPECIAL  ASSISTANCE 
FUNCTIONS 

PART  320— DESCRIPTION 

Sec. 

320.1  Authority. 

320.3  Mortgages  eligible  for  purchase. 

320.5  Fees  or  charges. 

320.7  Below-market  Interest  rate  mort¬ 
gages. 

320.9  Financing  of  special  assistance 
functions. 

Authoritt:  The  provisions  of  this  Part 
320  Issued  under  sec.  309,  82  Stat.  540;  12 
use.  1723a. 

§  .320.1  .\iilliurity. 

The  Special  Assistance  Functions  of 
the  A.s.sociation  are  authorized  by  sec¬ 
tion  305  of  the  National  Housing  Act. 
to  provide  financing  for  selected  type.s 
of  mortgages  that  qualify  under  special 
housing  programs.  The  Association  also 
provides  assistance,  from  time  to  time, 
through  the  purchase  of  home  mortgages 
generally  as  a  means  of  retarding  or 
stopping  a  decline  In  mortgage  lending 
and  home  building  activities  which 
threatens  materially  the  stability  of  a 
high  level  National  economy. 

§  .320.3  Morlguge^  rligililr  for  piir- 
chasr. 

Operations  under  the  Special  Assist¬ 
ance  Functions  are  confined,  so  far  as 
Is  practicable,  to  mortgages  which  are 
deemed  by  the  Association  to  be  of  such 
quality  as  to  meet,  substantially  and 
generally,  the  purchase  standards  im¬ 
posed  by  private  Institutional  mortgage 
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investors,  but  which,  at  the  time  the 
mortgages  are  offered  for  purchase,  are 
not  necessarily  readily  acceptable  to 
such  investors.  When  and  as  authorized 
by  the  President  of  the  United  States, 
or  by  the  Congress,  the  Association  an¬ 
nounces  the  Inauguration  of  Special 
Assistance  Programs,  specifying  the 
types  of  mortgages'  that  will  be  pxir- 
chased,  the  prices  to  be  paid  therefor, 
and  any  special  acceptability  require¬ 
ments  relating  to  such  Programs. 

§  320.5  Fees  or  eharges. 

Fees  or  charges  for  the  Association’s 
services  imder  the  Special  Assistance 
Functions  are  established  with  the  ob¬ 
jective  that  all  related  costs  and  ex¬ 
penses  will  be  within  the  income  of  the 
Association  derived  from  the  operations 
and  that  such  operations  viriU  be  fully 
self-supporting.  In  connection  with  aU 
pmehases  of  mortgages,  imless  other¬ 
wise  specified  as  to  a  particular  Special 
Assistance  Progrram,  the  Seller  is  re¬ 
quired  to  pay  a  Purchase  and  Marketing 
fee.  For  the  issuance  of  commitments  to 
purchase  mortgages  in  the  future,  a 
Commitment  fee  is  also  charged. 

§  320.7  Below-niarkot  intrre^tl  rule 
mortgages. 

The  Association  is  expressly  authorized 
to  piu’chase  below-market  interest  rate 
mortgages  insured  under  sections  221 
(d)  (3)  and  221(h)  of  the  National  Hous¬ 
ing  Act.  As  to  these  mortgages,  the 
Association’s  operations  are  not  required 
to  be  self-supporting. 

§  320.9  Finaneing  of  special  assistance 
functions. 

Funds  required  for  operations  of  the 
Special  Assistance  Functions  are  ob¬ 
tained  primarily  by  borrowings  from  the 
Secretary  of  the  ’Treasury.  Additional 
sources  of  fimds  are  portfolio  liquida¬ 
tions,  sales  of  certificates  of  beneficial 
interests  or  participations  in  mortgages, 
and  net  earnings.  All  of  the  benefits  and 
burdens  incident  to  the  administration 
of  the  Special  Assistance  Functions  inure 
solely  to  the  Secretary  of  the  ’Treasury. 

PART  330— ELIGIBLE  SELLERS  OF 
MORTGAGES 

330.1  CJeneral. 

330.3  Servicing  faculties. 

330.5  VA'guaranteed  mortgages. 

330.7  FHA-insured  mortgages. 

330.9  Governmental  Instrumentality. 

330.11  Termination. 

Authoritt:  The  provisions  of  this  Part 
330  Issued  under  sec.  309,  82  Stat.  540;  12 
U.S.C.  1723a. 

§  330.1  General. 

Designation  of  an  eligible  Seller  to  sell 
mortgages  to  the  Association  under  its 
Special  Assistance  Functions  is  consum¬ 
mated  by  the  execution  of  a  Selling 
Agreement. 

§  330.3  Servicing  faeililic!). 

’The  Selling  Agreement  requires  the 
Seller,  with  respect  to  each  hmne  mort¬ 
gage  offered  or  submitted  for  purchase, 
either  (a)  to  be  qualified  as  a  Servicer 


by  the  execution  of  a  Servicing  Agree¬ 
ment  and  agree  to  service  the  mortgage 
or  (b)  to  proffer  facilities  satisfactory 
to  the  Association  for  servicing  the  mort¬ 
gage.  Sellers  are  not  required  to  furnish 
servicing  facilities  in  connection  with 
the  purchases  by  the  Association  of  mul¬ 
tifamily  mortgages. 

§  330.5  VA-guaranteed  inortgagch. 

In  order  to  be  eligible  to  sell  a  VA- 
guaranteed  mortgage  to  the  Association, 
a  seller  must  be  acceptable  to  the  Asso¬ 
ciation  and  also  must  come  within  one 
of  the  following  three  classifications: 

(a)  Any  lender  that  is  classified  by 
VA  as  a  supervised  lender  imder  Chapter 
37  of  title  38,  United  States  Code,  in¬ 
cluding  any  National  bank.  State  bank, 
private  bank,  building  and  loan  associa¬ 
tion,  insurance  company,  credit  union, 
or  mortgage  and  loan  company,  that  is 
subject  to  examination  and  supervision 
by  an  agency  of  the  United  States  or  of 
any  State,  including  the  District  of 
Columbia; 

(b)  Any  lender  that  is  an  FHA-ap- 
proved  mortgagee,  as  defined  in  §  330.7; 
or 

(c)  Any  other  lender,  if  such  lender 
has  a  net  worth  of  not  less  than  $100,000 
in  assets  acceptable  to  the  Association. 

§  330.7  FH.\*insured  morlgagos. 

In  order  to  be  eligible  to  sell  an  FHA- 
insured  mortgage  to  the  Association,  a 
Seller  must  be  acceptable  to  the  Associa¬ 
tion  and  must  be  an  FHA-approved 
mortgagee,  which  term  does  not  include 
a  mortgagee  that  has  been  approved  on 
the  basis  of  being  a  duly  authorized  loan 
correspondent  of  an  approved  mortgagee 
qualified  with  FHA  to  originate  loans 
under  the  National  Housing  Act. 

§  330.9  Governmental  insirunienlulily. 

Except  w'ith  respect  to  mortgages  in¬ 
sured  imder  sections  221(d)  (3)  or  221(h) 
of  the  National  Housing  Act,  a  State 
territorial,  or  municipal  instrumentality 
cannot  be  become  an  approved  Seller. 
§330.11  Terniinaliun. 

’The  Association  may,  upon  notice  as 
stipulated  in  the  Selling  Agreement,  ter¬ 
minate  the  Agreement  in  whole  or  in 
part  in  accordance  with  the  terms 
therein  provided. 

PART  340— PURCHASE 
REQUIREMENTS 

Sec. 

340.1  Scope  of  part. 

340.3  General  requirements. 

340.5  Ownership. 

340.7  Original  mortgagee. 

340.9  Mortgage  Interest  rate. 

340.11  Offering  periods. 

340.13  Maximum  purchase  price. 

340.15  Maximum  mortgage  amount. 

340.17  Advances  by  seller. 

340.19  Credit. 

340.21  Property. 

340.23  Occupancy. 

340.25  Mortgage  lien. 

340.27  Title  evidence. 

340.29  Hazard  insurance. 

340.31  Eligibility  of  VA  mortgages. 


Authority:  The  provisions  of  this  Part 
340  issued  under  sec.  309,  82  Stat.  540;  12 
U.S.C.  1723a. 

§  340.1  Scope  of  part. 

This  part  describes  the  general  re¬ 
quirements  and  procedures  governing  the 
purchase  by  the  Association  of  mortgages 
under  the  Special  Assistance  Functions. 
Other  requirements  and  procedures  are 
set  forth  in  greater  detail  in  the  Sellers’ 
Guide  of  the  Association. 

§  3 10..3  General  requirements. 

As  a  condition  precedent  to  the  offer¬ 
ing  of  mortgages  to  the  Association  for 
purchase,  the  Seller  and  the  Association 
must  have  executed  a  Selling  Agreement 
pursuant  to  Part  330  of  this  chapter. 
Any  mortgage  offered  or  submitted  to  the 
Association  must  meet  the  conditions 
contained  in  such  Agreement.  Each 
mortgage  must  meet  all  the  requirements 
of  the  law,  rules,  and  regulations  that 
are  applicable,  and  must  also  conform 
to  any  special  acceptability  requirements 
prescribe  by  the  Association  and  to  the 
pertinent  requirements  of  this  part. 

§  340.5  Ownership. 

On  the  date  of  the  Seller’s  offer  to  enter 
into  an  immediate  purchase  contract 
with  the  Association,  the  Seller  must  be 
the  owner  of  the  mortgage. 

§  3 10.7  Original  mortgagee. 

’The  Seller  must  be  the  original  mort¬ 
gagee,  and  must  not  have  made  any  prior 
sale  of  the  mortgage  offered  to  the 
Association. 

§340.9  Mortgage  interest  rate. 

Except  for  those  below  market  Interest 
rate  mortgages  insured  under  sections 
221(d)(3)  and  221(h),  each  mortgage 
must  bear  interest  at  the  highest  rate 
F>ermitted  by  niA  or  VA  Regulations  for 
that  type  of  mortgage  at  the  time  of 
issuance  of  the  FHA  insurance  commit¬ 
ment  or  the  VA  Certificate  of  Reasonable 
Value. 

§  3 10.1 1  Offering  periods. 

(a)  Immediate  purchase  contract. 
Mortgages  may  not  be  offered  to  the 
Association  for  immediate  purchase  prior 
to  the  date  of  the  related  FHA  insurance 
commitment  or  VA  Certificate  of  Rea¬ 
sonable  Value,  nor  prior  to  the  date  of 
final  disbursement  of  the  loan  proceeds; 
nor  may  they  be  offered  later  than  4 
months  after  the  date  of  the  Insurance 
or  guaranty  thereof. 

(b)  Commitment  contract.  An  offer  of 
a  commitment  contract  may  not  be  de¬ 
livered  to  the  Association  prior  to  the 
issuance  of  the  FHA  insurance  commit¬ 
ment  or  the  VA  Certificate  of  Reasonable 
Value.  Subject  to  specific  contractual 
treatment  otherwise,  an  offer  of  a  com¬ 
mitment  contract  covering  a  multifamily 
housing  mortgage  may  not  be  delivered 
to  the  Association  subsequent  to  the 
commencement  of  construction  or 
rehabilitation. 

§  34fi.l3  Maxiniiun  purchase  price. 

The  Association  may  not  purchase  any 
mortgage  at  a  price  in  excess  of  par. 
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§  340.15  Maximum  mortgage  amount. 

In  general,  the  original  principal  obli¬ 
gation  of  mortgages  purchased  imder  the 
Special  Assistance  Functions  must  not 
exceed  $17,500  for  each  dwelling  unit, 
or  $20,000  for  each  dwelling  imlt  having 
four  or  more  bedrooms.  These  limitations 
do  not  apply  to  mortgages  covering  prop¬ 
erty  located  In  Alaska,  Guam,  or  Hawaii; 
to  mortgages  Insured  under  section  220 
or  title  VIII  of  the  National  Housing  Act; 
to  mortgages  insured  imder  section  213 
of  such  Act  and  covering  property  located 
in  urban  renewal  areas;  to  mortgages  in¬ 
sured  under  title  X  of  such  Act  with 
respect  to  new  communities  approved 
under  section  1004  thereof;  or.  In  certain 
circumstances  of  local  tax  abatement,  to 
below-market  interest  rate  mortgages  in¬ 
sured  under  section  221(d)(3)  of  such 
Act. 

§340.17  .Advances  liy  seller. 

On  the  date  of  submission  to  the 
Association,  each  mortgage  must  be  cur¬ 
rent  with  respect  to  matured  Install¬ 
ments  of  principal,  interest,  and  deposits. 
The  Seller,  within  the  immediately  pre¬ 
ceding  3  months  must  not  have  advanced 
funds,  nor  have  induced  or  solicited  any 
advances  of  funds  by  another,  directly  or 
indirectly,  for  the  payment  of  any 
amount  required  by  the  note  or  mortgage, 
except  for  interest  accruing  from  the 
date  of  the  note  or  the  date  of  disburse¬ 
ment  of  the  loan  proceeds,  whichever  is 
later,  to  the  day  which  precedes  by  1 
month  the  due  date  of  the  first  full  in¬ 
stallment  of  principal  and  interest. 

§  340.19  Credit. 

With  respect  to  each  mortgage,  there 
should  not  be  any  circumstances  of.  or 
conditions  affecting,  the  mortgagor,  the 
present  owner,  or  the  affairs  of  either, 
that  would  cause  the  mortgage  to  become 
delinquent. 

§  340.21  Properly. 

With  respect  to  each  mortgage,  there 
should  not  be  any  circumstances  of,  or 
conditions  affecting,  the  mortgaged 
premises  that  would  adversely  affect  the 
value  or  marketability  of  the  mortgage 
or  that  would  cause  private  investors  to 
regard  the  mortgage  as  unacceptable  for 
prudent  investment. 

§  340.23  Orrupanry. 

Subject  to  specific  contractual  treat¬ 
ment  otherwise,  the  property  securing  a 
home  mortgage  must  be  occupied  at  the 
time  the  mortgage  is  submitted  to  the 
Association  for  purchase.  The  property 
securing  a  multifamily  housing  mortgage 
must,  at  the  time  the  mortgage  is  sub¬ 
mitted  to  the  Association  for  purchase 
be  occupied  to  the  extent  that  the  income 
therefrom  will  cover  all  property  ex¬ 
penses,  carrying  charges,  and  payments 
requir^  by  the  mortgage. 

§  340.2.5  Mortgage  lien. 

Except  in  the  case  of  certain  FHA- 
insured  home  improvement  loans,  each 
mortgage  must  be  a  first  and  paramount 
lien  on  the  security  of  real  property,  and 
on  the  related  personal  property  if  any 


is  required  to  secure  the  loan,  subject 
only  to  liens  for  taxes  not  due  and  pay¬ 
able,  acceptable  special  assessments  not 
in  arrears,  and  conditions,  restrictions, 
and  encumberances  deemed  by  the  As¬ 
sociation  not  to  be  material. 

§  340.27  Title  evidence. 

With  respect  to  each  mortgage,  the 
title  evidence  to  be  delivered  by  the 
Seller  must  meet  requirements  prescribed 
by  law  or  the  applicable  FHA  or  VA  Reg- 
ulat'ons,  and  must  be  in  such  form  and 
substance  as  to  meet  the  Association’s 
title  evidence  requirements. 

§  340.29  Hazard  inMurunee. 

Property  securing  each  mortgage  must 
be  covered  by  kinds  and  amounts  of 
hazard  insui'ance  that  meet  all  of  the 
hazard  insurance  requirements  of  the 
Association. 

§  340.31  Eligibility  of  VA  mortgages. 

To  be  eligible  for  purchase  by  the  As¬ 
sociation,  a  VA-guaranteed  mortgage 
must  in  all  cases  meet  current  require¬ 
ments  set  forth  in  the  Sellers  Guide. 

PART  350— SERVICING  AND  SALES 
OF  MORTGAGES 

Sec. 

350.1  Servicing  requirements. 

350.3  Servicers’  compensation. 

350.5  Sales. 

Authority:  The  provisions  of  this  Part 
350  Issued  under  sec.  309,  82  Stat.  640;  12 
U.S.C.  1723a. 

§  350.1  Servicing  requirements. 

A  seller  may  not  service  mortgages  of 
the  Association  unless  it  has  qualified  as 
an  eligible  Servicer  and  has  executed  a 
Servicing  Agreement.  The  Servicer  must 
establish  that  it  has  an  office  with  serv¬ 
icing  facilities  satisfactory  to  the  As¬ 
sociation  located  within  approximately 
100  miles  of  the  mortgaged  property. 
When  the  mortgage  is  submitted  for 
purchase,  the  Servicer  (whether  the 
Seller,  or  another  Servicer  that  the  Seller 
has  previously  ascertained  is  satisfac¬ 
tory  to  the  Association)  must  have  con¬ 
sented  to  service  the  mortgage,  and  must 
have  executed  documentary  evidence  of 
such  consent.  This  requirement  does  not 
apply  to  multifamily  housing  mortgages. 

§  350.3  Servicers'  compensation. 

The  compensation  of  Servicers  is  at  a 
contractual  rate  or  rates,  as  agreed  to  by 
the  Association  and  the  Servicers. 

§  350.5  Sales. 

Mortgages  owned  by  the  Association 
are  available  for  sale  to  qualified  in¬ 
vestors.  Information  concerning  possible 
sales  can  be  obtained  from  the  regional 
offices  listed  in  §  300.9  of  this  chapter. 

SUBCHAPTER  C — MANAGEMENT  AND 
LIQUIDATING  FUNCTIONS 

PART  360— DESCRIPTION 

Sec. 

360.1  General. 

360.3  Financing. 

Authority:  The  provisions  of  this  Part 
360  Issued  under  sec.  309,  82  Stat.  640;  12 
U.S.C.  1723a. 


§  360.1  General. 

Section  306  of  the  National  Housing 
Act  authorizes  the  Association  to  man¬ 
age  and  liquidate  a  portfolio  of  mort¬ 
gages  acquired  prior  to,  and  pursuant  to 
contracts  entered  into  prior  to,  Novem¬ 
ber  1,  1954,  and  certain  other  mortgages, 
loans,  and  other  obligations  acquired  and 
to  be  acquired  subsequently  from  other 
Government  agencies,  in  an  orderly  man¬ 
ner,  with  a  minimum  of  adverse  effect 
upon  the  home  mortgage  market  and 
minimum  loss  to  the  Federal  Govern¬ 
ment.  Under  the  Management  and  Liq¬ 
uidating  Functions,  the  Association  also 
provides  fiduciary  .services  to  itself  and 
other  Departments  and  agencies  of  the 
Federal  Government,  and  guarantees  se¬ 
curities  Issued  by  private  institutions 
against  pools  of  Federally  underwritten 
mortgages  and  loans. 

§  360..3  l■'illall«-illg. 

Funds  required  for  the  Management 
and  Liquidating  Functions  are  obtained 
principally  through  borrowings  from  the 
Secretary  of  the  Treasury.  Additional 
sources  of  funds  are  liquidations  of  the 
portfolio,  sales  of  certificates  of  benefi¬ 
cial  interests  or  participations  in  mort¬ 
gages,  net  earnings,  and  appropriations. 
The  Association  is  also  expressly  author¬ 
ized  to  sell  its  obligations  to  private  ih- 
vestors.  The  aggregate  amount  of  such 
obligations  issued  to  private  investors, 
the  proceeds  of  which  are  paid  to  the 
Secretary  of  the  Treasury  in  reduction 
of  the  Association’s  related  indebtedness, 
may  not  exceed  the  Association’s  owner¬ 
ship  under  such  functions,  free  from  any 
liens  or  encumbrances,  of  cash,  mort¬ 
gages,  and  other  approved  securities. 
Such  obligations  are  not  guaranteed  by 
the  United  States  and  do  not  constitute 
a  debt  or  obligation  of  the  United  States. 
All  of  the  benefits  and  burdens  incident 
to  the  Management  and  Liquidating 
Functions  inure  solely  to  the  Secretary 
of  the  Treasury. 

PART  370— MORTGAGE  ACTIVITIES 

Sec. 

370.1  Original  portfolio. 

370.3  E^rchases. 

370.5  Servicing. 

370.7  Sales. 

Authoritt:  The  provisions  of  this  Part 
370  Issued  under  sec.  309,  82  Stat.  540;  12 
U.S.C.  1723a. 

§  370.1  Original  portfolio. 

The  Management  and  Liquidating 
Functions  began  on  November  1,  1954, 
with  the  portfolio  of  mortgages  and  out¬ 
standing  contracts  owned  by  the  Federal 
National  Mortgage  Association  as  of  Oc¬ 
tober  31, 1954. 

§  370. .3  I’urrliascN. 

The  Association  purchases  obligations 
offered  to  it  by  the  Secretary  of  Housing 
and  Urban  Development  and  mortgages 
of  residential  property  offered  to  it  by 
any  Federal  Instrumentality. 

§  370.5  Servicing. 

Home  mortgages  owned  by  the  Asso¬ 
ciation  under  the  Management  and 
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Liquidating  Function*  are  serviced  as 
described  in  Part  350  of  this  chapter. 

§  370.7  Sales. 

Sales  of  mortgages  owned  under  the 
Management  and  Liquidating  Functions 
are  consummated  as  described  in  Part 
350  of  this  chapter. 

PART  380— FIDUCIARY  ACTIVITIES 

Sec. 

380.1  General. 

380.3  Appropriations. 

Authoeitt:  The  provision*  of  this  Part 
380  Issued  under  sec.  309,  82  Stat.  540;  13 
UJS.C.  1723a. 

§  380.1  General. 

The  Association  is  authorized  by  sec¬ 
tion  302(c)  of  the  National  Housing  Act 
to  create,  accept,  execute,  and  adminis¬ 
ter  trusts  and  other  fiduciary  undertak¬ 
ings  appropriate  for  financing  purposes. 
In  relation  thereto,  it  is  authorized  to 
acquire  and  otherwise  deal  in  any  mort¬ 
gages  or  other  types  of  obligations  in 
which  any  department  or  agency  of  the 
United  States  listed  in  section  302(c)  (2) 
of  such  Act  may  have  a  financial  inter¬ 
est.  Under  its  fiduciary  piowers,  accounted 
for  under  the  Management  and  Liqui¬ 
dating  Functions,  the  Association  cre¬ 
ates,  accepts,  and  administers  trusts 
consisting  of  interests  in  mortgages  and 
obligations,  sells  to  private  investors  cer¬ 
tificates  of  beneficial  interest,  or  partici¬ 
pations,  in  the  mortgages  or  obligations 
or  in  the  interest  and  principal  pay¬ 
ments  derived  therefrom,  and  provides 
for  payment  of  interest  and  principal 
and  for  retirement  of  the  participations. 
The  Association  under  the  Management 
and  Liquidating  Functions,  in  its  ordi¬ 
nary  corporate  capacity  as  contrasted  to 
its  fiduciary  capacity,  is  expressly  au¬ 
thorized  to  guarantee  the  participations. 

§  380.3  Appropriations. 

There  is  authority  for  Congress  to  ap¬ 
propriate  such  sums  as  may  be  necessary 
to  enable  the  trustor  of  any  trust  (as  de¬ 
scribed  in  §  380.1)  to  pay  to  the  Asso¬ 
ciation,  as  trustee,  any  insufficiency  in 
aggregate  receipts  from  the  obligations 
subject  to  the  trust  to  provide  for  the 
timely  payment  by  the  trustee  of  all  in¬ 
terest  or  principal  on  the  beneficial  in¬ 
terests  or  participations  related  to  such 
trust. 

PART  390 — GUARANTY  OF  MORT¬ 
GAGE-BACKED  SECURITIES 

Subpart  A — Pass-Through  Type  Securities 


Sec. 

390.1 

General. 

390.3 

Eligible  issuers  of  securities. 

390.5 

Securities. 

390.7 

Mortgages. 

390.9 

Pool  administration. 

390.11 

Excess  collateral. 

390.13 

Guaranty. 

390.15 

Pees. 

390.21 

Subpart  B— Bond-Type  Securities 
General. 

390.23 

Eligible  Issuers. 

390.25 

Securities. 

390.27 

Mortgages. 

390.29 

Trust  arrangementa. 

390.31 

Guaranty. 

390.33 

Pees. 

Subpart  C — Miscellaneous  Provisions 

Sec. 

390S5  Audits  and  reports. 

390.37  Applications. 

Authoritt:  The  provisions  of  this  Part 
390  Issued  under  sec.  309,  82  Stat.  540;  13 
U.S.C.  1723a. 

Subpart  A — Pass-Through  Type 
Securities 
§  390.1  Ct'iierul. 

The  Association  is  authorized  by  sec¬ 
tion  306(g)  of  the  National  Housing  Act, 
upon  such  terms  and  conditions  as  it 
may  deem  appropriate,  to  guarantee  the 
timely  payment  of  principal  of  and  in¬ 
terest  on  securities  which  are  based  on 
and  backed  by  a  trust  or  pool  composed 
of  mortgages  which  are  insured  by  the 
Federal  Housing  Administration  or  the 
Farmers’  Home  Administration,  or  in¬ 
sured  or  guaranteed  by  the  Veterans’  Ad¬ 
ministration.  The  Association’s  guaranty 
of  mortgage-backed  securities  is  backed 
by  the  full  faith  and  credit  of  the  United 
States.  ’This  subpart  is  limited  to 
“pass-through”  securities,  including  (a) 
“straight  pass-through”  and  (b)  “modi¬ 
fied  pass-through”  types,  and  does  not 
purport  to  set  forth  all  the  procedures 
and  requirements  that  apply  to  the  is¬ 
suance  and  guaranty  of  such  securities. 
All  such  transactions  are  governed  by 
the  specific  terms  and  provisions  of  the 
Association’s  Mortgage-Backed  Securi¬ 
ties  Guide  and  contracts  entered  into  by 
the  parties.  Further  information  may  be 
obtained  from  the  Government  National 
Mortgage  Association,  451  Seventh  Street 
SW.,  Washington,  D.C.  20414. 

§  .390.3  Eligible  itutuer^  of  securities. 

Any  mortgagee.  Including  a  State  or 
local  governmental  instrumentality, 
which  has  been  approved  by  the  Federal 
Housing  Administration  and  which  has 
adequate  experience  and  facilities  to  is¬ 
sue  mortgage-backed  securities  may  be 
approved  for  a  guaranty  by  the  Associa¬ 
tion,  except  that  no  guaranty  shall  be 
made  of  any  security  which  is  tax  exempt 
under  the  Internal  Revenue  Code  of  1954. 
No  issue  of  securities  will  be  approved 
for  guaranty  unless  the  issuer  has  net 
worth,  in  assets  acceptable  to  the  Asso¬ 
ciation,  in  the  following  amoimts: 

(a)  For  straight  pass-through  securi¬ 
ties,  $100,000. 

(b)  For  modified  pass-through  securi¬ 
ties  based  on  and  backed  by  mortgages 
upon  one-  to  four-family  residences,  ( 1 ) 
not  less  than  2  percent  of  the  first  $5 
million  of  modifi^  pass-through  securi¬ 
ties  outstanding  after  such  issue,  and  (2) 
not  less  than  1  percent  on  all  such  secu¬ 
rities  outstanding  over  $5  million,  but  in 
no  case  need  such  net  worth  exceed 
$250,000. 

(c)  For  modified  pass-through  securi¬ 
ties  other  than  those  described  in  para¬ 
graph  (b)  of  this  section,  (1)  not  less 
than  3  percent  of  the  first  $5’ million  of 
modified  pass-through  securities  out¬ 
standing  after  such  issue,  and  (2)  not 
less  tlian  2  percent  on  the  succeeding  $5 
million  of  such  securities,  and  (3)  not 
less  than  1  percent  on  all  over  $10  mil¬ 
lion,  but  in  no  case  need  such  net  worth 
exceed  $500,000, 


§  390,3  Securilies. 

(a)  Instruments.  Securities  to  be  is¬ 
sued  pursuant  to  the  provisions  of  this 
subpart  may,  at  the  option  of  the  issuer, 
be  of  one  of  the  following  types,  but  only 
one  of  such  types  may  be  issued  against 
any  single  pool  of  mortgages:  (1) 
Straight  pass-through  securities,  which 
provide  for  the  payment  by  the  issuer 
to  the  holders  of  a  proportionate  share 
of  the  proceeds  of  principal  and  interest, 
as  collected,  on  account  of  a  pool  of  mort¬ 
gages,  less  servicing  fees  and  other  speci¬ 
fied  costs  approved  by  the  Association: 
and  (2)  modified  pass-through  securi¬ 
ties,  which  provide  for  such  payment, 
whether  or  not  collected,  of  both  speci¬ 
fied  principal  installments  and  a  fixed 
rate  of  interest  on  the  unpaid  principal 
balance,  with  all  prepayments  being 
passed  through  to  the  holder.  In  the  case 
of  delinquent  mortgages  in  a  pool  back¬ 
ing  modified  pass-through  securities,  the 
issuer  is  required  to  make  advances  if 
necessary  to  maintain  the  specified 
schedule  of  interest  and  principal  pay¬ 
ments  to  the  holders,  or  at  its  option,  at 
any  time  90  days  or  more  after  default 
of  any  such  mortgage,  the  issuer  may 
repurchase  such  mortgage.  Both  straight 
pass-Uirough  and  modified  pass-through 
securities  must  specify  the  dates  by 
which  payments  are  to  be  made  to  the 
holders  thereof,  and  must  Indicate  the 
accounting  period  for  collections  on  the 
pool’s  mortgages  relating  to  each  such 
payment,  and  the  securities  must  also 
specify  a  date  on  which  the  entire  prin¬ 
cipal  to  be  collected  will  have  been  paid 
or  will  be  payable. 

(b)  Issue  amount.  Each  Issue  of 
guaranteed  securities  must  be  in  a 
minimum  face  amount  of  $2  million.  The 
total  face  ammmt  of  any  issue  of  securi¬ 
ties  cannot  exceed  the  aggregate  unpaid 
principal  balances  of  the  mortgages  in 
the  pool. 

(c)  Face  amount  of  securities.  The 
face  amount  of  any  security  cannot  be 
less  than  $25,000. 

(d)  Transferability.  Securities  are 
transferable,  but  the  share  of  the  pro¬ 
ceeds  collected  on  accoimt  of  the  pool 
of  mortgages  may  not  be  payable  to 
more  than  one  holder  with  respect  to 
any  security. 

(e)  Disclosure.  The  issurer  must  dis¬ 
close  both  the  average  and  the  total 
costs  to  the  issuer  of  the  mortgages  in 
the  pool,  whether  the  issuer  acquired  the 
mortgages  by  origination  or  purchase. 

§  390.7  Mortgages. 

Each  issue  of  guaranteed  securities 
must  be  backed  by  a  separate  pool  of 
mortgages  which: 

(a)  Are  insured  \mder  the  National 
Housing  Act  or  title  V  of  the  Housing 
Act  of  1949,  or  insured  or  guaranteed 
imder  the  Servicemen’s  Readjustment 
Act  of  1944  or  chapter  37  of  title  33, 
United  States  Code; 

(b)  Have  been  insured  or  guaranteed 
no  longer  than  12  months  prior  to  the 
date  on  which  the  Association  issues  its 
commitment  to  guarantee  the  securities ; 

(c)  Will  be  replaced  by  the  issuer  if 
foimd  defective  by  the  Association  at 
any  time  prior  to  4  months  after  the 
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date  on  which  the  Association  Issues  its 
guaranty  of  the  securities;  and 

(d)  Meet  such  other  standards  of  ac¬ 
ceptability  as  may  be  prescribed  by  the 
Association. 

§  390.9  Pool  udniinihlration. 

The  Association  will  not  guarantee 
securities  if  the  pool  arrangement  pro¬ 
posed  by  the  Issuer  does  not  satisfac¬ 
torily  provide  for: 

(a)  Servicing  of  the  mortgages  in  the 
pool; 

(b)  Segregation  of  the  cash  flow  from 
mortgages  in  the  pool  from  the  other 
assets  of  the  Issuer; 

(c)  Timely  payment  of  principal  and 
Interest,  in  accordance  with  the  terms 
of  the  guaranteed  securities; 

(d)  Notihcation  to  the  Association  of 
an  impending  default,  on  the  part  of  the 
issuer,  in  adequate  time  for  the  Associa¬ 
tion  to  make  timely  payments  on  the 
securities;  and 

(e)  Delivery  to  a  designated  custodial 
agent  satisfactory  to  the  Association  of 
the  mortgage  notes  or  other  evidences  of 
indebtedness  secured  by  the  mortgages  in 
the  pool  and  protection  of  the  Associa¬ 
tion’s  interest  in  all  assets  in  the  pool  as 
collateral  for  Its  guaranty. 

§390.11  Kxf<^.s  cullaloral. 

The  issuer  shall  maintain,  for  the 
benefit  of  the  Association,  excess  collat¬ 
eral  in  assets  acceptable  to  the  Associa¬ 
tion  of  3  percent  of  the  amoimt  of  guar¬ 
anteed  securities  outstanding.  In  lieu  of 
such  excess  collateral  the  Association 
may  accept  a  bond  or  other  assurance  of 
the  faithful  performance  of  the  fiduciary 
responsibilities  of  the  issuer. 

§  390.13  Guaranty. 

With  respect  to  straight  pass-through 
securities,  the  Association  guarantees  the 
timely  payment  to  the  security  holder 
of  the  proceeds  of  principal  and  Interest, 
as  collected,  as  undertaken  in  the  As¬ 
sociation’s  guaranty  appearing  on  the 
face  of  the  security.  With  respect  to 
modified  pass-through  securities,  the  As¬ 
sociation  guarantees  the  timely  payment, 
whether  or  not  collected,  of  the  fixed 
rate  of  interest  on  the  outstanding  bal¬ 
ance  and  the  specified  principal  install¬ 
ments,  as  imdertaken  in  the  Association’s 
guaranty  appearing  on  the  face  of  the  se¬ 
curity.  As  to  straight  pass-through  type 
securities,  any  failure  or  inability  of  the 
Issuer  to  make  payment  as  due,  to  the 
holders  of  the  securities,  from  the  pro¬ 
ceeds  from  the  pool  of  mortgages  which 
have  been  collected,  or  because  of  failure 
to  make  collections,  under  reasonable  and 
accepted  standards  of  mortgage  servic¬ 
ing,  shall  constitute  a  default  of  the 
Issuer.  As  to  modified  pass-through  se¬ 
curities,  any  failure  or  inability  of  the 
issuer  to  make  fixed  or  other  payments 
as  due  shall  be  deemed  such  a  default. 
Upon  any  default  by  the  issuer  and  pay¬ 
ment  tmder  its  guaranty  by  the  Asso¬ 
ciation,  or  any  failure  of  the  issuer  to 
comply  with  the  terms  of  the  guaranty 
transaction,  the  Association  may  insti¬ 
tute  a  claim  against  the  excess  collateral, 
or  against  any  assurance  in  lieu  of  excess 
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collateral,  or  may,  pursuant  to  section 
306(g)  of  the  National  Housing  Act, 
extinguish  all  the  ownership,  control,  or 
other  interest  of  the  Issuer  in  the  pooled 
mortgages,  by  letter  directed  to  the  is¬ 
suer  and  making  the  mortgages  the 
absolute  property  of  the  Association, 
subject  only  to  unsatisfied  rights  therein 
of  the  holders  of  the  securities,  or  the 
Association  may  do  both. 

§.390.15  Fees. 

The  Association  may  impose  applica¬ 
tion  and  guaranty  fees,  which  may  vary 
for  straight  pass-through  and  modified 
pass-through  issuances. 

Subpart  B — Bond-Type  Securities 
§  .390.21  General. 

(a)  In  addition  to  the  “pass-through” 
securities  dealt  with  in  subpart  A  of  this 
part,  the  Association  is  authorized  by 
section  306(g)  of  the  National  Housing 
Act,  upon  such  terms  and  conditions  as 
it  may  deem  appropriate,  to  guarantee 
the  timely  payment  of  principal  of  and 
interest  on  securities  of  the  “bond-type” 
which  are  based  on  and  backed  by  a  trust 
or  pool  composed  of  mortgages  which  are 
insured  by  the  Federal  Housing  Ad¬ 
ministration  or  the  Farmers’  Home 
Administration,  or  insured  or  guaran¬ 
teed  by  the  Veterans’  Administration, 
The  Association’s  guaranty  of  mortgage- 
backed  securities  is  backed  by  the  full 
faith  and  credit  of  the  United  States. 

(b)  Sections  390.21  through  390.35 
deal  with  such  “bond-type”  securities 
and  do  not  purport  to  set  forth  all  the 
procedures  and  requirements  that  apply 
to  the  issuance  and  guaranty  of  such 
securities.  All  such  transactions  are  gov¬ 
erned  by  the  specific  terms  and  provi¬ 
sions  of  the  contracts  entered  into  by 
the  parties.  Further  information  may  be 
obtained  from  the  Government  National 
Mortgage  Association,  451  Seventh 
Street  SW.,  Washington,  D.C.  20414. 

§  390.23  Fligiltic  i>.sucrs. 

Any  corporation,  trust,  partnership,  or 
other  entity  with  a  net  worth  in  assets 
acceptable  to  the  Association  of  $50 
million  or  more,  and  which  has  the 
capability  to  assemble  acceptable  and 
eligible  mortgages  in  suflBcient  quantity 
to  support  required  minimum  issuances 
of  securities,  may  be  approved  for  a 
guaranty  by  the  Association.  Further, 
the  Association  reserves  the  right  to  limit 
the  number  of  issuers  in  the  Interest 
of  conducting  an  orderly  market  of  secu¬ 
rities  of  this  type. 

§  .390.2.5  Sefiirili«'s. 

(a)  Instruments.  Securities  to  be  is¬ 
sued  pursuant  to  the  provisions  of  this 
subpart  may  be  in  registered  or  bearer 
form.  Each  security  shall  have  terms 
acceptable  to  the  Association  and  shall 
specify  Its  principal  amount,  the  interest 
rate,  and  the  maturity  date,  and  the 
securities  may  include  call  provisions 
and  other  characteristics  depending  on 
current  market  conditions. 

(b)  Issue  amount.  Until  further  au¬ 
thorization  is  given,  each  issue  of  guar¬ 
anteed  securities  must  be  in  a  minimum 
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face  amount  of  $100  million,  and  no 
single  maturity  of  an  Issue  may  be  in 
face  amount  less  than  $100  million 
unless  the  total  issue  exceeds  $200 
million.  The  total  of  the  outstanding 
principal  balances  of  the  mortgages 
upon  which  any  issue  Is  originally  based 
and  backed  must  be  at  least  equal  to 
100  percent  of  the  face  amount  of  the 
issue  of  guaranteed  securities.  Such  ratio 
as  may  be  required  by  the  governing 
trust  arrangements,  between  mortgages 
and  other  pooled  assets  and  securities 
outstanding  at  any  one  time,  shall  be 
maintained,  subject  to  adjustment  with 
the  approval  of  the  Association  in  accord 
with  such  trust  arrangements. 

(c)  Face  amount  of  securities.  The 
face  amount  cf  any  security  cannot  be 
less  than  $25,000. 

(d)  Transferability.  Securities  are 
transferable  but.  if  registered,  are  trans¬ 
ferable,  as  to  the  Association  and  the 
Issuer,  only  on  the  books  of  a  fiscal  agent 
as  shall  be  agreed  upon  by  the  Associa¬ 
tion  and  the  issuer. 

(e)  Treasury  approval.  Issues  of  $100 
million  or  larger  will  be  subject  to 
approval  of  the  Secretary  of  the 
Treasury. 

§  .390.27  lVl«>rlK:i{;«-s. 

Guaranteed  securities  Issued  imder 
these  provisions  must  be  based  on  and 
backed  by  mortgages  pooled  under  trust 
arrangements  satisfactory  to  the  Asso¬ 
ciation.  Such  mortgages  must; 

(a)  Be  Insured  under  the  National 
Hoaslng  Act  or  title  V  of  the  Housing  Act 
of  1949,  or  Insured  or  guaranteed  imder 
the  Servicemen’s  Readjustment  Act  of 
1944  or  chapter  37  of  title  38,  United 
States  Code. 

(b)  Have  been  Insured  or  guaranteed 
no  longer  than  12  months  prior  to  the 
date  on  which  the  Association  Issues  Its 
commitment  to  guarantee  the  securities; 
and 

(c)  Meet  such  other  standards  of  ac¬ 
ceptability  and  eligibility  as  may  be 
prescribed  by  the  Association  from  time 
to  time  for  the  Issue  of  mortgage-backed 
securities  of  the  bond  type.  But  with 
respect  to  any  particular  issue  of  securi¬ 
ties,  the  related  mortgages  shall  meet 
only  such  standards  as  may  be  In  effect 
or  imposed  at  the  time  of  the  issuance 
of  the  related  commitment  to  guarantee. 

§  .390.29  Trust  urraiigciiionl.s. 

(a)  The  pool  of  mortgages,  together 
with  all  proceeds  thereof  and  all  other 
assets  backing  each  Issue  of  “bond-type” 
.securities,  shall  be  held  and  administered 
by  a  corporate  trustee  which  Is  subject  to 
Federal  or  State  regulation  and  which  Is 
acceptable  to  the  Association.  'The  Issuer 
of  the  securities  may  qualify  as  trustee; 

(b)  The  trast  agreement  which  will  be 
executijd  by  the  Issuer,  the  trastee  and 
the  Association  and  which  may  be  re¬ 
opened  subject  to  the  approval  of  the 
Association,  will  provide  for: 

(1)  The  Issuance  of  the  securities.  In¬ 
cluding  the  size  or  other  ceilings  of  the 
Issuance  or  Issuances,  the  nature  and 
provisions  of  the  securities,  the  principles 
and  methods  of  sale  and  distribution,  and 
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other  material  matters  pertaining  to 
Issuance; 

(2)  Convesrance  of  the  pooled  mort¬ 
gages  to  the  trustee.  In  trust,  to  provide 
the  base  and  backing  for  the  securities 
and  otherwise  for  purposes  of  the  trust 
arrangements,  and  custody  of  mortgage 
documents; 

(3)  Administration  of  the  trust,  to  In¬ 
clude  servicing  and  retirement  of  the 
securities,  and  servicing  of  the  mort¬ 
gages  through  their  payment  or  other 
liquidation; 

(4)  Principles  and  methods  with  re¬ 
spect  to  reporting  requirements,  the  han- 
<Ulng  of  losses  realized  from  the  pooled 
mortgages,  defaults  by  the  Issuer,  and 
other  appropriate  matters; 

(5)  Timely  payment  of  principal  and 
Interest  In  accord  with  the  terms  of  secu¬ 
rities  Issued; 

(6)  Segregation  of  the  cash  and  other 
assets  flowing  or  resulting  from  the 
pooled  mortgages; 

(7)  Reinvestment  of  accumulations  of 
proceeds  from  the  pooled  mortgages  and 
other  assets  to  the  extent  necessary  to 
provide  adequately  for  the  payment  of 
securities; 

(8)  Notification  to  the  Association  of 
any  impending  default  of  any  payment 
of  the  securities.  In  order  that  the  As¬ 
sociation  may  make  timely  payments 
thereon; 

(9)  It  Is  expected  that  the  trustee  and 
Issuer  or  Issuers,  together  or  separately, 
may  contract  out,  consistent  with  cus¬ 
tomary  and  accepted  practices,  some  or 
all  of  the  responsibilities  with  respect  to 
all  the  foregoing. 

§  390.31  Guaranty^. 

With  respect  to  bond-type  securities, 
the  Association  will  guarantee  the  timely 
payment  of  principal  of  and  Interest  on 
such  secmltles,  subject  to  the  terms  and 
conditions  thereof.  The  agreements  and 
contracts  among  the  parties  will  provide 
upon  default  of  the  Issuer  for  the  right 
of  the  Association,  pursuant  to  section 
306(g)  of  the  National  Housing  Act,  to 
take  title  to  the  mortgages  and  other 
assets  that  are  subject  to  the  trust  ar¬ 
rangements,  and  to  proceed  against  other 
assets  of  the  Issuer  to  the  extent  neces¬ 
sary  to  satisfy  Its  own  claims  and  the 
lights  of  the  holders  of  securities  then 
outstanding.  Such  action  by  the  Asso¬ 
ciation  shall  be  taken  subject  to  an  ac- 
coimtlng  to  the  issuer. 

§  390.33  Fees. 

The  Association  may  Impose  applica¬ 
tion  and  guaranty  fees,  which  may  vary 
with  relation  to  the  size  or  risk  of  the 
guaranty  transaction  xmdertaken. 

Subpart  C — Miscellaneous  Provisions 

§  .390.3.3  Audits  and  reports. 

The  Association  may  at  any  time  audit 
the  books  and  examine  the  records  of 
any  Issuer,  mortgage  servicer,  trustee,  or 
agent  or  other  person  beating  on  its 
gtiaranty  of  mortgage-backed  sectirltlea, 
and  may  require  periodic  r^wrts  from 
such  persons. 


§  390.37  Applications. 

An>lications  for  guaranty  should  be 
sub^tted  to  the  Association’s  home  office 
located  at  451  Seventh  Street  SW., 
Washington,  D.C.  20414. 

Chapter  IV — OfRce  of  Assistant 
Secretary  for  Housing  Management 
Part 

490  Advances  for  public  works  plan¬ 

ning. 

491  Grants  for  advance  acquisition  of 

land. 

PART  490— ADVANCES  FOR  PUBLIC 
WORKS  PLANNING 

Subpart  A — Advances  for  Public  Viforks  Planning 
(First  Program) 

Sec. 

490.1  Definitions. 

490.2  Purpose  of  the  act. 

490.3  Advances. 

490.4  Apportionment  of  funds. 

490.5  Submission  of  educations. 

490.6  Types  of  public  worlcs. 

490.7  Conformity  to  over-all  plan. 

490.8  Arrangements  for  construction. 

490.9  Agreements. 

490.10  Plan  preparation. 

490.11  Payment  to  applicants. 

490.12  Repayment  of  advances. 

490.13  Records  and  documents. 

490.15  Operating  procedures  and  instruc¬ 

tions. 

490.16  Reports  to  the  Administrator. 

490.17  Interest  of  member  of  or  delegate  to 

Congress. 

Subpart  B — Advances  for  Public  Wortcs  Planning 
(First,  Second,  and  Third  Programs):  Determi¬ 
nations  With  Respect  to  Liability  for  Repayment 
of  Advances 

490.30  Purpose. 

490.31  Definitions. 

490.32  Repayment  of  advance. 

490.33  Advance  repayable  in  full. 

490.34  Proportionate  repayment  of  advance. 

490.35  Advance  not  presently  repayable. 

490.36  Termination  of  Uabllity. 

490.37  Termination  of  agreement. 

490.38  Termination  of  liability  as  result  of 

Accelerated  PubUc  Worlcs  grant. 

Subpart  A— Advances  for  Public 
Works  Planning  (First  Program) 

Authority:  The  provisions  of  this  Sub¬ 
part  A  Issued  under  sec.  501,  58  Stat.  791;  50 
U.S.C.  App.  1671,  Reorg.  Plan  No.  17  of  1950, 
15  F.R.  3177;  3  CTTl.  1950  Supp. 

Note:  This  program  Is  now  in  Revolving 
Fund  for  Liquidating  Programs  (12  U.S.C. 
1701g-l).  All  references  in  this  part  to  "Ad¬ 
ministrator”,  “Administration”,  "Commis¬ 
sioner”,  etc.  mean  “the  Secretary  of  Housing 
and  Urban  Development"  (42  U.S.C.  3534). 

§  490.1  DoAnilions. 

For  the  purpose  of  this  subpart,  the 
following  terms  shall  be  construed,  re¬ 
spectively,  to  mean; 

(a)  Act.  Title  V  of  the  act  of  Congress 
of  October  3,  1944,  entitled  the  "War 
Mobilization  and  Reconversion  Act  ot 
1944”  (58  Stat.  791;  50  U.S.C.  App.. 
1671)  which  provides  for  assistance  to 
States  and  other  non-Pederal  public 
agencies  in  the  plan  preparation  of  their 
proposed  public  works.  The  authority 
to  make  new  locms  or  advances  expired 


on  June  30,  1947,  under  the  provisions  of 
section  603  of  the  War  Mobilization  and 
Reconversion  Act  of  1944,  58  Stat.  792. 

(b)  Administrator.  The  Housing  and 
Home  Finance  Administrator,  Housing 
and  Home  Finance  Agency. 

(c)  Administration.  'Ihe  Commimity 
Facilities  Administration,  an  organiza¬ 
tion  unit  within  the  Office  of  the  Admin¬ 
istrator,  Housing  and  Home  Finance 
Agency,  which  is  authorized  to  admin¬ 
ister  the  act. 

(d)  Commissioner.  The  Commimity 
Facilities  Commissioner,  Commurdty  Fa¬ 
cilities  Administration,  Office  of  the  Ad¬ 
ministrator,  Housing  and  Home  Finance 
Agency. 

(e)  State.  Any  one  of  the  several 
States  of  the  United  States,  the  District 
of  Columbia,  Alaska,  Hawaii,  or  Puerto 
Rico. 

(f)  Public  agencies.  The  States  and 
their  agencies  and  political  subdivisions 
established  by  law  and  which  have  basic 
authority  to  construct  public  works. 

(g)  Applicant.  Any  public  agency 
which  makes  application  for  Federal 
Assistance  imder  the  act  and  this 
subpart. 

(h)  Application.  The  document  or 
documents,  including  amendments  and 
communications,  filed  with  the  Admin¬ 
istration  by  the  applicant  for  an  ad¬ 
vance  of  funds  for  plan  preparation. 

(I)  Plan  preparation.  Architectural 
engineering,  and  economic  investiga¬ 
tions  and  studies,  surveys,  designs,  plans, 
working  drawings,  specifications,  esti¬ 
mates  of  costs,  procedures  and  other 
planning  activities  in  advance  of  the  con¬ 
struction  of  specific  public  works. 

(J)  Advances.  The  Federal  funds  ad¬ 
vanced  under  the  authority  of  the  act 
and  this  subpart  to  any  public  agency  to 
aid  in  financing  the  cost  of  plan 
preparation. 

(k)  Agreement.  The  document  exe¬ 
cuted  by  the  applicant  and  the  Admin¬ 
istration  covering  the  terms  and  condi¬ 
tions  of  an  advance  and  the  repa3rment 
thereof. 

§  490,2  Purpose  of  the  art. 

The  act  authorizes  the  Housing  and 
Home  Finance  Administrator  to  make 
loans  or  advances  to  public  agencies  in 
order  to  encourage  and  to  assist  them  in 
(x>mpleting  the  plan  preparation  of  use¬ 
ful  public  works,  thereby  developing  a 
reserve  of  non-Federal  public  works 
which  can  be  placed  under  construction 
with  a  minimum  of  delay  as  circum¬ 
stances  warrant. 

§  490.3  Advances. 

(a)  The  act  authorizes  assistance  in 
the  form  of  loans  or  advances  of  Fed¬ 
eral  funds,  but  in  order  to  simplify  the 
administration  of  the  act  this  subpart 
limits  assistance  to  advances. 

(b)  The  making  of  an  advance  does 
not  in  any  way  commit  the  Congress  of 
the  United  States  to  appropriate  funds 
to  imdertake  any  public  works  planned 
with  the  proceeds  of  such  advance. 

(c)  The  applicant  in  accepting  an  ad¬ 
vance  for  plan  preparation  agrees  that 
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it  will  not  accept  any  loan  from  any 
Federal  agency  for  the  construction  of 
the  public  work  planned  in  whole  or  In 
part  with  such  advance  unless  the  mak¬ 
ing  of  such  construction  loan  shall  be 
specifically  authorized  by  Federal  law. 

(d)  An  advance  shall  not  be  required 
to  be  repaid  until  the  construction  of  the 
public  work  for  which  the  advance  is 
made  is  undertaken  or  started  as  pro¬ 
vided  in  §  490.12.  Until  such  con¬ 
struction  is  undertaken  or  started  the 
advance  shall  not  be  deemed  by  the 
United  States  to  be  a  debt  or  obligation 
within  the  meaning  of  any  constitutional 
or  statutory  limitation. 

(e)  No  interest  charge  shall  be  made 
for  any  advance. 

(f )  Advances  shall  not  be  approved  to 
reimburse  the  applicant  for  any  disburse¬ 
ment  made  or  to  defray  any  costs  in¬ 
curred  prior  to  the  approval  of  an  ap¬ 
plication.  Funds  advanced  shall  not  be 
xised  to  defray  the  cost  of  any  contract 
entered  into  by  the  public  agency  prior 
to  the  approval  of  the  application  for 
an  advance  if  in  such  contract  the  public 
agency  has  agreed  to  finance  the  plan 
preparation  from  other  funds. 

(g)  Fimds  advanced  shall  not  be  used 
for  the  acquisition  of  land  or  any  interest 
in  land. 

§  490.1  Apportioniiu'iit  of  funds. 

Funds  appropriated  for  the  making  of 
advances  under  the  act  shall  be  appor¬ 
tioned  among  the  several  States  in  the 
following  manner: 

Ca)  Ninety  percent  in  the  propor¬ 
tion  which  the  population  of  each  State 
bears  to  the  total  population  of  all  the 
States,  as  shown  by  the  Federal  census 
of  1940; 

(b)  States  whose  apportionments  do 
not  total  one-half  of  1  percent  of 
the  total  amount  appropriated  for  ad¬ 
vances  after  the  above  distribution  shall 
have  their  apportionments  increased  to 
that  percentage  from  the  10  percent 
available  for  discretionary  use;  and 

(c)  The  balance  of  the  funds  as  may 
be  determined  by  the  Commissioner  with 
the  approval  of  the  Administrator. 

§  490.5  Submission  of  npplicutions. 

Applications  for  advances  for  plan 
preparation  shall  be  submitted  to  the 
Regional  Ofllces  of  the  OflOce  of  the  Ad¬ 
ministrator,  Housing  and  Home  Finance 
Agency. 

§  490.6  Types  of  public  works. 

(a)  Applications  for  advances  for  the 
plan  preparation  of  the  following  types 
of  public  works  of  States  and  other  non- 
Federal  public  agencies  are  eligible  under 
the  proA^ions  of  the  act: 

(1)  Highways,  roads  and  streets,  for 
which  other  Federal  funds  are  not 
legally  available,  which  shall  consist  of 
highways,  roads,  and  urban  streets,  in¬ 
cluding  such  items  as  culverts,  drainage 
facilities,  sidewalks,  curbs  and  gutters, 
guard  rails  and  guard  walls,  road  and 
street  lighting,  traffic  control  facilities, 
roadside  landscaping,  and  other  similar 
work. 

(2)  Bridges,  viaducts  and  grade  sepa¬ 
rations,  for  w'hich  other  Federal  funds 
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are  not  legally  available,  which  shall 
consist  of  bridges,  viaducts, 'grade  sepa¬ 
ration  structures,  grade  crossing  elimi¬ 
nations,  tunnels,  and  other  similar  work. 

(3)  Airports,  for  which  other  Federal 
funds  are  not  legally  available,  which 
shall  consist  of  all  types  of  public  air¬ 
port  buildings  and  landing  facilities,  in¬ 
cluding  such  items  as  terminal  buildings, 
hangars,  administration  buildings,  grad¬ 
ing,  leveling  and  seeding  of  land  fields, 
construction  of  runways,  taxi  strips, 
aprons,  landing  platforms,  seaplane 
ramps,  drainage  facilities,  lighting  facili¬ 
ties,  airway  markers  and  beacons,  and 
other  airpwrt  and  airway  facilities. 

(4)  Sewer,  water,  and  sanitation  facil¬ 
ities,  which  shall  consist  of  sewer  sys¬ 
tems,  including  such  items  as  sewage 
treatment  and  disposal  plants,  sanitary 
sewers,  storm  sewers,  and  drainage  sys¬ 
tems;  water  systems,  including  such 
items  as  water  supply  and  storage,  water 
treatment  plants,  pumping  stations, 
water  distribution  and  irrigation  sys¬ 
tems;  and  sanitary  facilities  such  as  in¬ 
cinerator  plants,  malarial  control  facili¬ 
ties,  and  other  similar  work. 

(5)  Schools  and  other  educational 
facilities,  which  shall  consist  of  public 
school  facilities  such  as  school  buildings, 
administration  buildings,  auditoriums, 
gymnasiums,  and  dormitories;  public 
libraries:  and  other  educational  facili¬ 
ties. 

(6)  Hospitals  and  health  facilities, 
which  shall  consist  of  public  hospitals, 
nurses’  homes,  clinics,  health  centers  and 
laboratories,  sanitariums  and  other 
health  facilities. 

(7)  Other  public  buildings,  which 
shall  consist  of  city  halls,  courthouses, 
institutional  buildings,  administrative 
buildings,  ix>lice  and  fire  stations,  ar¬ 
mories.  garages,  storage  buildings,  com¬ 
munity  buildings,  and  other  public  build¬ 
ings  not  included  under  subparagraphs 
(3),  (5),  (6),  (8),  and  (9)  of  this  para¬ 
graph. 

(8)  Parks  and  other  recreational  fa¬ 
cilities,  which  shall  consist  of  public 
parks,  playgroimds,  fairgrounds,  and 
other  recreational  facilities,  not  In¬ 
cluded  under  subparagraph  (5)  of  this 
paragraph,  including  such  items  as  rec¬ 
reation  centers,  gymnasiums,  athletic 
fields,  swimming  pools,  tennis  courts, 
and  other  such  recreational  facilities. 

(9)  Miscellaneous  public  facilities, 
which  shall  consist  of  other  types  of  pub¬ 
lic  facilities  such  as  transportation  fa¬ 
cilities,  port  facilities,  electric  power 
plants,  and  distribution  systems,  public 
docks,  wharves  and  piers,  non-Federal 
river  and  harbor  improvements,  and 
other  miscellaneous  public  facilities. 

(b)  The  following  types  of  public 
works  are  not  eligible  for  assistance  un¬ 
der  the  provisions  of  the  act: 

(1)  Public  housing  projects  of  Federal, 
State  or  local  housing  agencies  or  au¬ 
thorities. 

(2)  Federal  projects  of  Federal  de¬ 
partments,  agencies,  and  Instrumentali¬ 
ties. 

(3)  Federal-aid  and  State  highway 
projects  of  the  Federal  Public  Roads 
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Administration  and  the  State  Highway 
Departments. 

§  490.7  Conformity  to  over-all  plan. 

Each  application  for  an  advance  for 
plan  preparation  shall  contain  evidence 
that  the  public  work  to  be  planned  con¬ 
forms  to  an  over-all  State,  local  or  re¬ 
gional  plan  approved  by  competent 
State,  local  or  re^onal  authority.  Where 
no  legally  authorized  over-all  planninpr 
agency  exists,  evidence  of  the  approval 
of  the  proposed  public  work  by  the  au¬ 
thority  having  jurisdiction  thereof  shall 
be  required. 

§  490.8  .Vrrungriiu'nls  for  t'oiiMlrucluKi. 

Each  application  shall  contain  evi¬ 
dence  that  the  applicant  has  basic  legal 
authority  to  finance  and  construct  the 
public  works,  and  that  it  plans  and  rea¬ 
sonably  expects  to  initiate  the  construc¬ 
tion  of  the  proposed  public  works  within 
4  years  after  the  receipt  of  the  ad¬ 
vance  and  to  prosecute  the  public  works 
to  completion. 

§  490.9  .Xgroeiiieiit!.. 

(a)  An  agreement  between  the  ap¬ 
plicant  and  the  Service  shall  be  executed 
for  each  advance  on  a  form  furnished 
by  the  Service.  No  payment  on  any  ad¬ 
vance  shall  be  made  by  the  United  States 
unless  and  until  such  agreement  has  been 
executed. 

(b)  Subsequent  to  execution  of  the  ad¬ 
vance  agreement,  no  change  shall  bo 
made  which  will  increase  the  amount  of 
the  advance  of  the  Federal  Government 
or  alter  its  terms  or  conditions  except 
upon  agreement  with  the  Service. 

§  490.10  Plan  preparation. 

(a)  The  applicant  shall  be  responsible 
for  the  character,  adequacy,  and  method 
of  plan  preparation,  in  accordance  with 
acceptable  professional  practices,  and 
upon  the  receipt  of  the  initial  pa3mient 
shall  take  prompt  steps  to  initiate  and 
prosecute  the  plan  preparation  to 
completion. 

(b)  The  applicant  agrees  that  it  will 
use  the  funds  advanced  only  for  the  plan 
preparation  for  the  public  work  for  which 
the  advance  is  made  and  that  such  plan 
preparation  will  be  adequate  and  suitable 
for  the  purpose  intended  to  be  served  by 
the  advance. 

(c)  If  the  plan  preparation  is  per¬ 
formed  on  a  contractu^  basis.  State  or 
local  regiilations  affecting  employment 
within  the  professions  involved  shall  Lo 
observed. 

(d)  If  the  applicant  uses  its  own  em¬ 
ployees  for  the  plan  preparation,  only 
those  costs  incurred  by  the  applicant  for 
the  plan  preparation  which  would  not 
have  been  incurred  except  for  such  plan 
preparation  shall  be  paid  with  the  fund.4 
advanced. 

§  490.1  1  l*a>  iiieiil  lo  a|i|ili4-aiil-. 

Upon  execution  of  the  agreement  a 
partial  payment  of  the  agreed  advance 
may  be  made  by  the  Administration  to 
the  applicant.  Pinal  payment  shall  not 
be  made  until  the  plan  preparation  has 
been  completed  and  final  costs  deter¬ 
mined.  Any  funds  advanced  which  are 
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found  to  be  in  excess  of  the  final  costs 
incurred  by  the  applicant  in  the  plan 
preparation  shall  be  promptly  refunded. 

§  190.12  Rrpaymrnt  of  advances. 

Each  advance  shall  be  repaid  in  full 
without  interest  by  the  applicant  when 
the  construction  of  the  public  work  for 
w'hich  the  advance  is  made  is  undertaken 
or  started.  The  construction  shall  be 
considered  as  undertaken  or  started 
when  the  first  construction  contract  is 
awarded  or  the  applicant  begins  con¬ 
struction  with  its  own  forces. 

§  490.13  Kei'urds  and  diM'umrnIs. 

Applicants  shall  keep  accurate 
accounting  records  of  all  costs  involved 
in  connection  with  plan  preparation. 
The  accounts  and  records  of  the  appli¬ 
cants  shall  be  open  at  all  times  to  in¬ 
spection  by  the  authorized  representa¬ 
tives  of  the  Administration,  and  copies 
shall  be  furnished  when  requested.  The 
applicant  shall  furnish  the  Administra¬ 
tion  a  copy  of  any  contract  for  architec¬ 
tural  or  engineering  services  for  any 
other  contract  entered  into  in  connec¬ 
tion  with  plan  preparation  immediately 
upon  execution  thereof. 

When  requested  by  the  Administration, 
the  applicant  shall  furnish  a  report  on 
the  progress  of  plan  preparation. 

§  490.15  Operating  prcM-edurt'N  and  in¬ 
structions. 

The  Commissioner  is  hereby  authorized 
to  issue  such  operating  procedures  and 
instructions  not  in  conflict  with  Federal 
law  or  with  this  subpart  as  he  may  deem 
necessary  for  carrying  out  the  provisions 
and  effectuating  the  purposes  of  the  act 
and  this  subpart,  and  all  such  operating 
procedures  and  Instructions  Issued  by 
him  shall  be  and  continue  in  full  force 
and  effect  from  the  date  on  which  Issued 
or  made  effective  until  modified  or  re¬ 
voked  by  him. 

§  490.16  Reports  to  llie  Administrator. 

The  Commissioner  will  submit  to  the 
Administrator  a  semi-annual  report  of 
operations  tmder  the  act  and  such  other 
special  reports  as  he  may  request. 

§  490.17  Interest  of  member  of  or  dele¬ 
gate  to  Congress. 

No  member  of  or  delegate  to  Congress 
or  resident  commissioner,  shall  be  ad¬ 
mitted  to  any  share  or  part  of  any  agree¬ 
ment  providing  for  the  making  of  an 
advance,  or  to  any  benefit  arising  from 
any  such  agreement. 

Subpart  B — Advances  for  Public 

Works  Planning  (First,  Second,  and 

Third  Programs):  Determinations 

With  Respect  to  Liability  for  Repay¬ 
ment  of  Advances 

Authoritt:  Th©  provisions  of  this  Sub¬ 
part  B  issued  under  sec.  502,  62  Stat.  1283; 
12  U.S.C.  1701c:  and  sec.  702;  40  U.S.C.  462. 

§  490.30  PuriMJsc. 

The  regulations  in  this  Subpart  B  pre¬ 
scribe  standards  forming  the  bases  for 
determinations  with  respect  to  liability 
for  repayment  of  a  planning  advance 
under  the  following  programs : 


(a)  Advances  for  Public  Works  Plan¬ 
ning  {First  Program).  Title  V  of  War 
Mobilization  and  Reconversion  Act  of 
1944,  as  amended.  50  U.S.C.  1671. 

(b)  Advances  for  Public  Works  Plan¬ 
ning  {Second  Program).  Act  of  October 
13,  1949,  entitled  “An  Act  to  provide  for 
the  advance  planning  of  non-Pederal 
public  works,”  as  amended,  40  U.S.C.  451. 

(c)  Advances  for  Public  Works  Plan¬ 
ning  {Third  Program).  Section  702  of 
Housing  Act  of  1954,  as  amended,  40 
U.S.C.  462. 

§  490.31  Definitions. 

For  the  purpose  of  this  subpart,  the 
following  terms  shall  be  construed,  re¬ 
spectively,  to  mean : 

(a)  Administrator.  The  Housing  and 
Home  Finance  Administrator. 

(b)  Applicant.  Any  public  agency  or 
Indian  tribe  which  has  obtained  a  plan¬ 
ning  advance. 

(c)  Final  plans.  Final  plans  are 
based  on  preliminary  planning  and  in¬ 
clude  preparation  of  all  detailed  plans 
and  specifications  required  to  award  con¬ 
struction  contracts  and  complete  the 
project  for  its  intended  use. 

(d)  Planning  advance.  The  Federal 
fimds  advanced  under  Title  V  of  War 
Mobilization  and  Reconversion  Act  of 
1944,  as  amended,  50  U.S.C.  1671,  Act  of 
October  13,  1949,  as  amended,  40  U.S.C. 
451,  or  section  702  of  Housing  Act  of  1954, 
as  amended,  40  U.S.C.  462,  to  any  public 
agency  or  Indian  tribe  to  aid  in  financing 
the  cost  of  plan  preparation. 

(e)  Planning  agreement.  The  docu¬ 
ment  executed  by  the  applicant  and  the 
United  States  of  America  covering  the 
terms  and  conditions  of  a  planning  ad¬ 
vance  and  the  repayment  thereof. 

(f)  Proportionate  payment.  Partial 
repayment  of  the  planning  advance  ac¬ 
cepted  in  full  satisfaction  of  the  obliga¬ 
tion  to  repay  under  the  law  and  planning 
agreement. 

§  490.32  Repayinrnl  of  udvunre. 

Each  planning  advance  shall  be  repaid 
by  the  applicant  without  interest  when 
the  construction  of  the  public  work 
planned  is  undertaken  or  started:  Pro¬ 
vided.  That  in  the  event  repayment  is 
not  made  promptly,  such  unpaid  sum 
shall  bear  interest  at  the  rate  of  4  per 
centum  per  annum  from  the  date  of  the 
Administrator’s  demand  for  repayment 
to  the  date  of  payment. 

§  490.33  Advance  repayable  in  full. 

If  the  Administrator  determines  that 
a  public  work  placed  under  construction 
is  essentially  the  same  as  the  public  work 
planned  with  the  Federal  advance,  the 
advance  shall  be  repayable  in  full.  An 
advance  may  be  repayable  in  full  even 
though  there  are  some  elements  of  dis¬ 
similarity,  but  these  should  be  relatively 
minor  and  few  in  relation  to  the  total 
scope  of  the  project.  An  advance  for 
preparation  of  final  plans  shall  be  re¬ 
payable  in  full  regardless  of  the  number 
of  minor  changes  provided  the  scope  or 
size  of  the  project  constructed  is  ap¬ 
proximately  the  same  as  that  of  the 
project  planned. 


§  490..34  Proportionate  repayment  of 
advance. 

(a)  If  the  Administrator  determines 
that  construction  of  only  a  portion  of  a 
planned  project  or  of  a  separate  segment 
of  a  planned  project  has  been  xmder- 
taken,  a  proportionate  repayment  of  the 
advance  shall  be  due.  The  Administra¬ 
tor  will  determine  the  amount  of  such 
proportionate  repayment  by  making  a 
comparison  of  the  project  planned  with 
the  advance  to  the  project  placed  under 
construction.  Such  comparison  shall 
take  into  consideration  project  type  and 
scope  and  include  such  factors  as  spec¬ 
ifications,  cost  estimates,  drawings, 
planning  surveys,  site  location,  subsur¬ 
face  studies,  and  area  served.  This 
§  490.34(a)  shall  not  be  construed  to 
supersede  any  agreement  executed  imder 
the  Third  Advance  Planning  Program 
providing  for  a  schedule  of  repayment 
under  other  terms. 

(b)  If  the  Administrator  determines 
that  a  proportionate  repayment  of  the 
advance  is  due  and  that  there  is  no  rea¬ 
sonable  likelihood  that  the  remaining 
portions  of  the  planned  project  will  be 
placed  vmder  construction,  liability  for 
replayment  of  such  remaining  portion 
shall  be  terminated  as  provided  imder 
§  490.36.  If  the  Administrator  deter¬ 
mines  that  there  is  a  reasonable  likeli¬ 
hood  that  such  remaining  portion  will  be 
placed  under  construction  at  a  future 
date,  liability  for  repayment  of  such 
portion  shall  be  continued. 

§  490..35  Advance  not  presenlly  repay¬ 
able. 

If  the  Administrator  determines  that 
construction  of  a  project  planned  has 
not  been  undertaken  or  started  but  that 
there  is  reasonable  likelihood  that  such 
construction  will  be  undertaken  or  start¬ 
ed  in  the  future,  no  change  sh^l  be  made 
in  the  statiis  of  the  advance. 

§  490.36  Temiination  of  liability. 

(a)  If  the  Administrator  determines 
that  there  is  no  reasonable  likelihood 
that  the  public  work,  or  a  portion  of  the 
public  work,  planned  with  an  advance 
will  be  constructed,  all  or  a  portion  of 
the  liability  for  repayment  of  such  ad¬ 
vance  shall  be  terminated.  This  deter¬ 
mination  shall  take  into  consideration, 
among  other  things,  such  factors  as  sig¬ 
nificant  changes  in  population,  technol¬ 
ogy,  community  needs,  and  governmental 
organizational  structure  of  the  appli¬ 
cant  which  would  obviate  the  need  for  or 
diminish  the  usefulness  of  the  planned 
project. 

(b)  If  the  Administrator  determines 
that  there  is  no  reasonable  likelihood 
that  the  public  work,  or  any  portion  of 
the  public  work,  planned  with  an  ad¬ 
vance  will  be  constructed,  liability  for  re¬ 
payment  of  the  entire  advance  shall  be 
terminated. 

(c)  If  the  Administrator  determines 
that  a  proportionate  repayment  of  an 
advance  is  due  and  that  liability  for  re¬ 
payment  as  to  the  remainder  shall  be 
terminated,  such  determination  shall  be 
based  on  the  considerations  set  forth  un¬ 
der  §  490.34. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


(d)  If  no  construction  has  been  un¬ 
dertaken  and  the  Administrator  deter¬ 
mines  that  there  is  no  reasonable  likeli¬ 
hood  that  the  entire  public  work  planned 
will  be  constructed,  but  that  there  is  rea¬ 
sonable  likeUhood  that  a  portion  there¬ 
of  may  be  undertaken  or  started  in  the 
future,  liability  for  repayment  shall  be 
terminated  in  part  and  shall  continue  as 
to  the  remainder. 

§  190.37  Tormiiialion  of  agreoinc-iil. 

If  the  Administrator  determines  in 
accordance  with  5  490.36  that  there  is  no 
reasonable  likelihood  that  the  public 
work,  or  any  portion  of  the  public  work, 
planned  with  an  advance  uill  be  con¬ 
structed.  the  agreement  for  such  advance 
will  be  terminated. 

§  I90..38  Tormiiialion  of  lialiilily  as  re¬ 
sult  of  Aocoloruted  Public  Xi'orks 
grant. 

If  construction  of  a  public  work 
planned  with  an  advance  made  imder 
the  Third  Advance  Planning  Program  is 
initiated  as  a  result  of  a  grant-in-aid 
tmder  the  Public  Works  Acceleration 
Act.  P.L.  87-657,  76  Stat.  541,  there  shall 
be  no  liability  for  repayment  of  such 
advance,  under  subsection  702(g)  of  the 
Housing  Act  of  1954,  as  added  by  sec¬ 
tion  6  of  the  Public  Works  Acceleration 
Act.  If  the  Admini.strator  determines 
that  only  a  portion  of  the  planned  proj¬ 
ect  has  been  constructed  as  a  result  of 
the  grant-in-aid  assistance,  a  propor¬ 
tionate  amount  of  the  liability  shall  be 
terminated.  The  determination  as  to 
the  amount  of  liability  to  be  terminated 
shall  be  based  upon  the  proportion  that 
the  scope  of  the  Accelerated  Public  Works 
project  as  reflected  in  the  approved  ap¬ 
plication  therefor  bears  to  the  scope  of 
the  project  planned  under  the  Third  Ad¬ 
vance  Planning  Program. 

PART  491— GRANTS  FOR  ADVANCE 
ACQUISITION  OF  LAND 

Sec. 

491.1  Definitions. 

491.2  Grants  for  advance  acquisition  of  land. 

491.3  Amount  of  grant. 

49 1 .4  Requirements  for  assistance. 

491.5  Diversion  of  land;  repayment  of  grant. 

491 .6  Application  of  other  Federal  laws. 

491.7  Eligibility  of  land  for  other  Federal 

assistance. 

491.8  Information,  application  forms,  and 

applications. 

Authoritt:  The  provisions  of  this  Part 
491  Issued  under  sec.  7(d),  79  Stat.  670,  sec. 
706(a).  79  Stat.  492;  42  U.S.C.  3535(d),  42 
U.S.C.  3106(a). 

Note;  Now  In  Revolving  Fund  for  Liqui¬ 
dating  Programs  (12  U.S.C.  1701g-5). 

§  491.1  Deflnitiuns. 

(a)  “Local  public  bodies  and  agencies” 
means  any  public  corporate  bodies  or 
political  subdivisions;  public  agencies  or 
instrumentalities  of  one  or  more  States 
(including  public  agencies  and  instru¬ 
mentalities  of  one  or  more  municipalities 
or  other  political  subdivisions  of  one  or 
more  States) ;  Indian  tribes;  or  boards 
or  commissions  established  under  the 
laws  of  any  State  to  finance  specific  cap¬ 
ital  Improvement  projects. 
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(b)  “Public  purposes"  includes  the 
construction  of  public  works  and  facili¬ 
ties;  retention  of  land  as  open  space  to 
be  utilized  for  recreation,  conservation, 
scenic,  or  historic  preservation  pur¬ 
poses;  and  other  purposes  recognized  as 
public  under  appUcable  State  law.  sub¬ 
ject  to  such  limitations  as  the  Secretary 
may  establish. 

(c)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development,  or 
an  officer  authorized  to  perform  the 
functions  of  the  Secretary. 

(d)  “Section  704”  means  section  704 
of  the  Housing  and  Urban  Development 
Act  of  1965  (Public  Law  89-117),  as 
amended  by  section  603  of  the  Housing 
and  Urban  Development  Act  of  1968 
(Public  Law  90-448),  42  U.S.C.  3104. 

(e)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  and  the  terri¬ 
tories  and  possessions  of  the  United 
States. 

§  491.2  Grunts  for  ailvaiiro  arqiii-ilion 
of  land. 

Grants  may  be  made  to  States  and 
local  public  bodies  and  agencies  to  as¬ 
sist  in  financing  the  acquisition  of  a  fee 
simple  estate  or  other  interest  in  land 
planned  to  be  utilized  In  the' future  for 
public  purposes. 

§  491.3  Amount  of  grant. 

The  amoimt  of  any  grant  may  not 
exceed  the  aggregate  amoimt  of  reason¬ 
able  interest  charges  on  the  loans  or 
other  financial  obligations  incurred  by  a 
State  or  local  public  body  or  agency  to 
finance  the  acquisition  of  such  land  for  a 
period  not  exceeding  the  lesser  of  (a)  5 
years  from  the  date  of  acquisition  of 
such  land,  or  (b)  the  period  of  time  be¬ 
tween  the  date  on  which  the  land  was 
acquired  and  the  date  its  use  begins  for 
the  purpose  for  which  it  was  acquired. 
If  all  or  any  portion  of  the  cost  of  the 
land  is  not  financed  through  borrowings, 
the  amount  of  the  grant  shall  be  com¬ 
puted  on  the  basis  of  the  aggregate 
amount  of  reasonable  interest  charges 
that  the  Secretary  determines  would 
have  been  required. 

§  491.4  RequIrciiienlM  fur  ussi^lulH'I‘. 

(a)  Grant  assistance  will  be  made 
available  only  if  the  Secretary  deter¬ 
mines  that: 

(1)  The  land  is  planned  to  be  utilized 
for  a  public  purpose  within  5  years  after 
the  date  on  which  the  contract  to  make 
such  grant  was  entered  into  (unless  the 
Secretary  determines  that  due  to  un¬ 
usual  circumstances  a  longer  period  of 
time  is  necessary  and  in  the  public  in¬ 
terest  and  reports  such  determination  to 
the  Committees  on  Banking  and  Cur¬ 
rency  of  the  Senate  and  House  of  Rep¬ 
resentatives)  ;  and 

(2)  The  utilization  of  the  land  for 
the  public  purpose  will  contribute  to 
economy,  efQciency,  and  the  compre¬ 
hensively  planned  development  of  the 
area. 

(b)  Grant  assistance  wUl  be  made 
available  only  if  the  applicant  i>osscs.ses 
adequate  legal  authority  to  finance  the 
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acquisition  of  the  land,  and  demonstrates 
that  the  land  will  be  utilized  for  the  an¬ 
ticipated  public  purpose  within  a  rea¬ 
sonable  period  of  time  (as  required  by 
paragraph  (a)(1)  of  this  section) . 

§  491.3  Diver.viun  of  land;  rcpaviiiciil  of 
grant. 

(a)  Land  acquired  witli  assistance 
imder  section  704  may  not  be  diverted 
from  the  purpose  originally  approved 
without  the  approval  of  the  Secretary. 
No  such  diversion  may  be  approved  un¬ 
less  the  Secretary  finds  that  it  is  in  ac¬ 
cord  with  the  then  applicable  compre¬ 
hensive  plan  for  the  area.  In  cases  of 
diversion  of  land  to  other  than  a  public 
purpose,  the  Secretary  may  require  re¬ 
payment  of  the  grant  or  substitution  of 
land  of  approximately  equal  fair  market 
value,  whichever  he  deems  appropriate. 

(b)  An  interim  use  of  the  land  for  a 
public  or  private  purpose  in  accordance 
with  standards  prescribed  by  the  Secre¬ 
tary,  or  approved  by  him,  shall  not  con¬ 
stitute  a  diversion  within  the'meaning  of 
this  section. 

§  491.6  .\ii|iliruti<)ii  i»f  ollirr  ri-di-ral 

luw.s. 

(a)  Grants  authorized  by  section  704 
are  subject  to  provisions  of : 

(1)  Title  VI  of  the  Civil  Rights  Act  of 
1964,  42  U.S.C.  2000d— 2000d— 4,  which 
provides  that  no  person  in  the  United 
States  shall,  on  the  ground  of  race,  color, 
or  national  origin,  be  excluded  f.'-om  par¬ 
ticipation  in,  or  be  denied  the  benefits  of, 
or  be  otherwise  subjected  to  discrimi¬ 
nation  under  any  program  or  activity 
receiving  Federal  financial  assistance; 
and 

(2)  Title  rv  of  the  Housing  and  Urban 
Development  Act  of  1965,  as  amended. 
42  U.S.C.  3071-3074,  which  requires  that, 
as  a  condition  of  eligibility  for  assistance 
under  section  704,  the  applicant  will  fol¬ 
low  certain  pre.scribed  policies  in  the 
acquisition  of  real  property,  and  also 
provides  policies  to  be  followed  for  the 
relocation  of  individuals  and  businesses 
dLsplaced  by  the  assisted  land  acquisition. 

(b)  An  applicant  for  grant  assistance 
under  section  704  will  be  required  to  fur¬ 
nish  satisfactory  assurance  that  it  will 
comply  with  the  requirements  and  pol¬ 
icies  referred  to  in  paragraph  (a)  of  thi.s 
section. 

§  491.7  Kligiliilily  of  land  for  olio  r 
Feileral  as^i!•latIl'e. 

No  land  acquired  with  assistance  under 
section  704  shall,  solely  as  a  result  of 
such  advance  acquisition,  be  considered 
ineligible  for  the  purpose  of  any  other 
Federal  loan  or  grant  program.  Tlie 
amount  of  the  purchase  price  paid  for 
the  land  by  the  recipient  of  a  grant 
under  section  704  may  be  considered  an 
eligible  cost  for  the  purpose  of  such  other 
Federal  loan  or  grant  program. 

§  491.8  liiforniiiliun,  applinilinii  fiiriii-, 

*  and  appliention.s. 

Information  and  application  forms 
may  be  obtained  from,  and  applicatlon.s 
may  be  submitted  to,  the  Regional  OfiQee 
of  the  Department  of  Housing  and  Urban 
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Development  which  serves  the  area  in 
which  the  applicant  is  located. 

Chapter  V — Office  of  Assistant  Secre¬ 
tary  for  Community  Development 

Subchopter  A — Slum  Clearance  and  Urbon 
Renewal 

Part 

500  Renewal  assistance. 

Subchapler  b— Open-Space  Land 
540  Open-space  land. 

Subchpaler  C — CommunilY  Facilities 

550  Neighborhood  facilities. 

555  Grants  for  basic  public  water  and 

sewer  facilities. 

556  Evaluation  of  preliminary  applica¬ 

tions  for  basic  water  and  sewer 
facilities  grants. 

SUBCHAPTER  A — SLUM  CLEARANCE  AND 
URBAN  RENEWAL 

PART  500— RENEWAL  ASSISTANCE 

Subpart  A— Urban  Renewal  Projects  and  Neigh¬ 
borhood  Development  Programs,  Code  Enforce¬ 
ment  Programs,  Demolition  Programs,  Rehabili¬ 
tation  Grants,  Interim  Assistance  Grants,  and 
Community  Renewal  Programs 
Sec. 

500.1  Definitions. 

500.2  General  policies  and  procedures. 

500.3  Urban  renewal  projects  and  neighbor¬ 

hood  development  programs. 

500.4  Code  enforcement  programs. 

500.5  Demolition  programs. 

500.6  RehabUltation  grants. 

500.7  Interim  assistance  grants. 

500.8  CoRununity  renewal  programs. 

500.9  Applications;  information. 

Subpart  B— Relocation  Payments 

500.100  Statement  of  applicable  law. 

500.101  Definitions. 

500.102  Relocation  payments  by  the 

Agency. 

500.103  Basic  eligibility  conditions — dis¬ 

placement  from  an  urban  re¬ 
newal  area. 

500.103a  Basic  eligibility  conditions — dis¬ 
placement  from  a  code  enforce¬ 
ment  or  demolition  grant  area. 
500.103b  Basic  eligibility  conditions — dis¬ 
placement  from  an  area  receiving 
Interim  assistance. 

500.103c  Eligibility — relocation  adjustment 
payment;  additional  relocation 
payment;  replacement  bousing 
payment. 

500.103d  Notice  of  Intention  to  move. 

500.104  Administration  of  relocation  pay¬ 

ments. 

500.105  Fixed  relocation  payments  to  indi¬ 

viduals  and  families. 

500.106  Determining  moving  expenses  of 

business  concern. 

600.107  Determining  actual  direct  loss  of 

property. 

500.108  Filing  of  claims. 

500.109  Limitations  on  amount  of  relocation 

payments. 

600.110  Determinations  in  condemnation 

proceedings. 

Authority:  The  provisions  of  this  Part 
600  issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3635(d). 


Subpart  A — Urban  Renewal  Projects 
and  Neighborhood  Development 
Programs,  Code  Enforcement  Pro¬ 
grams,  Demolition  Programs,  Re¬ 
habilitation  Grants,  Interim  Assist¬ 
ance  Grants,  and  Community 
Renewal  Programs 
§  500.1  Definitions. 

(a)  Title  I  of  the  Housing  Act  of  1949 
(63  Stat.  414,  42  U.S.C.  1450)  authorizes 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment  to  finance  the  undertaking  of 
local  programs  designed  for  the  elimina¬ 
tion  and  prevention  of  slums  and  blight, 
including  slum  clearance  and  urban  re¬ 
newal,  rehabilitation,  code  enforcement, 
and  demolition. 

(b)  The  terms  used  herein  shall  have 
the  meanings  attributed  to  them  in  sec¬ 
tion  110  of  the  Housing  Act  of  1949,  as 
amended,  42  U.S.C.  1460. 

§  .500.2  General  policies  and  procedures. 

Title  I  of  the  Housing  Act  of  1949,  as 
amended,  authorizes  the  Secretary  of 
Housing  and  Urban  Development  to  pro¬ 
vide  localities  with  Federal  technical  and 
financial  assistance  through  a  number  of 
programs  designed  for  the  elimination 
and  prevention  of  slums  and  blight  and 
the  removal  of  factors  that  create  slums 
and  blighting  conditions.  Applications 
for  grants,  loans,  and  advances  should 
be  filed  with  the  Regional  or  Area  Office 
which  serves  the  locality  seeking  assist¬ 
ance.  The  Regional  and  Area  Offices  of 
the  Department  of  Housing  and  Urban 
Development  provide  forms  for  making 
application  for  Federal  aid,  furnish  in¬ 
formation  and  assistance,  receive  com¬ 
pleted  applications,  and  notify  recipients 
of  the  approval  of  such  applications. 

§  500.3  Llrban  renewal  projeels  and 
neighl>orho<Mi  development  pro¬ 
grams. 

(a)  The  renewal  and  revitalization  of 
urban  areas  can  be  accomplished  through 
the  use  of  two  different  methods,  urban 
renewal  projects  or  neighborhood  devel¬ 
opment  programs. 

(b)  Urban  renewal  projects  arc  carried 
out  in  individual  blighted  areas.  Neigh¬ 
borhood  development  programs  deal  with 
one  or  more  urban  renewal  areas  which 
are  to  be  treated  simultaneously.  Urban 
renewal  projects  are  planned  and  funded 
as  one  unit;  neighborhood  development 
programs  are  to  be  funded  in  annual 
increments  with  the  Government  having 
the  right  to  terminate  at  the  end  of  any 
year. 

(c)  Urban  renewal  projects  and  neigh¬ 
borhood  development  programs  are 
planned  and  executed  by  local  public 
agencies  which,  depending  on  State  law, 
may  be  separate  urban  renewal  agencies, 
loc^  housing  authorities,  or  departments 
of  local  governments.  To  qualify  for  Fed¬ 
eral  assistance  to  an  urban  renewal  proj¬ 
ect  or  a  neighborhood  development  pro¬ 
gram,  a  community  must  adopt,  and  have 


certified  by  the  Secretary  of  Housing  and 
Urban  Development,  a  workable  program 
for  community  Improvement  designed  to 
eliminate  blight  and  prevent  its  recur¬ 
rence,  In  addition,  a  local  public  agency 
must  make  a  showing  that  there  is  a 
feasible  method  for  the  temporary  relo¬ 
cation  of  the  individuals  and  families 
displaced  from  the  urban  renewal  areas 
to  be  treated  and  must  assiure  the  Sec¬ 
retary  that  there  are,  or  are  being  pro¬ 
vided,  sufficient  units  of  decent,  safe,  and 
sanitary  relocation  housing  in  compara¬ 
ble  areas  at  reasonable  rents.  The  poli¬ 
cies  and  procedures  applicable  to  urban 
renewal  projects  are  set  forth  in  the 
Urban  Renewal  Handbook  (RHA  7200 
through  RHA  7228)  and  those  applicable 
to  neighborhood  development  programs 
in  the  Neighborhood  Development  Pro¬ 
gram  Handbook,  RHA  7380  through  RHA 
7389. 

(d)  An  urban  renewal  project  or  a 
neighborhood  development  program  as¬ 
sisted  under  title  I  may  include,  in  ac¬ 
cordance  with  the  urban  renewal  plan 
for  the  area,  acquisition  of  land,  site 
clearance,  installation  of  streets,  utili¬ 
ties,  parks,  playgrounds,  and  other  im¬ 
provements,  restoration  and  relocation 
of  structures  of  historic  or  architectural 
value,  carrying  out  plans  for  programs 
of  (jode  enforcement,  voluntary  repair 
and  rehabilitation  of  buildings  or  other 
Improvements,  and  disposition  of  ac¬ 
quired  land. 

(e)  The  Secretary  is  authorized  to 
make  relocation  grants  to  local  public 
agencies  to  reimburse  them  for  pay¬ 
ments  to  individuals,  families,  and  busi¬ 
nesses  for  their  reasonable  and  neces¬ 
sary  moving  expenses,  for  any  direct  loss 
of  property  resulting  from  their  dis¬ 
placement  from  an  urban  renewal  area, 
and  for  related  payments.  The  regula¬ 
tions  governing  such  payments  may  be 
foimd  at  §  500.100  et  seq. 

(f)  The  Secretary  is  authorized  to 
make  an  advance  of  funds  to  a  local  pub¬ 
lic  agency  (1)  for  survey  and  planning 
work  for  a  project,  (2)  to  determine  the 
feasibility  of  the  undertaking  of  a  proj¬ 
ect  or  program,  and  (3)  for  a  General 
Neighborhood  Renewal  Plan  outlining 
the  urban  renewal  activities  proposed  in 
an  area  which  is  of  such  size  that  the 
activities  may  have  to  be  initiated  and 
carried  out  in  stages. 

(g)  For  an  urban  renewal  project,  the 
Secretary  is  authorized  to  make  one  or 
more  temporary  loans  to  be  used  by  the 
local  public  agency  as  working  capital 
in  acquiring  real  estate,  clearing  sites 
and  preparing  the  project  area  for  re¬ 
development,  conservation  and/or  reha¬ 
bilitation.  For  a  neighborhood  develop¬ 
ment  program,  the  Secretary  is  author¬ 
ized  to  make  temporary  loans  for  use  by 
the  local  public  agency  for  such  program 
activities  as  are  to  be  carried  out  during 
an  annual  Increment  of  the  program. 

(h)  The  Secretary  is  authorized  to 
make  one  or  more  definitive  loans  to  the 
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local  public  agency,  for  a  period  not  ex¬ 
ceeding  40  years,  when  project  land  Is 
leased  rather  than  sold  to  a  redeveloper. 
A  definitive  loan  must  be  amortized  from 
the  rental  income  derived  from  the  land. 

Cl)  The  Secretary  is  authorized  to 
make  one  or  more  capital  grants  to  a 
local  public  agency  not  exceeding  two- 
thirds  of  the  net  project  or  program  cost 
except  that  a  capital  grant  may  be  made 
not  exceeding  three-fourths  of  the  net 
project  or  program  cost  (1)  where  the 
project  is  located  in  a  municipality  with 
a  population  of  50,000  or  less,  or  (2) 
where  the  project  is  situated  in  an  offl- 
clally  designated  redevelopment  area.  A 
three-fourths  grant  is  also  avaUable  for 
an  iirban  renewal  project  (but  not  one 
that  is  Included  In  a  neighborhood  de¬ 
velopment  program)  where  the  net  proj¬ 
ect  cost  excludes  the  costs  of  survey, 
planning,  administrative,  legal,  and  cer¬ 
tain  other  expenses.  For  a  neighborhood 
development  program,  the  capital  grant 
is  paid  annually  for  the  Government’s 
share  of  expenses  for  the  year. 

(j)  The  local  contribution  toward  the 
cost  of  the  project  or  program  may  be 
made  in  the  form  of  cash  or  noncash 
grants-ln-aid,  such  as  donations  of  land, 
demolition  and  removal  work,  project 
Improvements,  historic  preservation  ac¬ 
tivities,  certain  expenditures  by  colleges, 
universities  and  hospitals,  or  public  fa¬ 
cilities  that  benefit  the  project. 

(k)  Application  for  financial  assist¬ 
ance  for  an  urban  renewal  project  may 
be  made  by  local  public  agencies  on 
Form  HUD-6100,  Survey  and  Planning 
Application,  and  Form  HUD-612,  Appli¬ 
cation  for  Loan  and  Grant.  A  neighbor¬ 
hood  development  program  application 
may  be  made  on  Form  HUD-6270,  Appli¬ 
cation  for  a  Neighborhood  Development 
Program, 

§  .'500.  t  C'.odo  enforccmoni  progninis. 

The  Secretary  is  authorized  to  make  a 
grant  of  not  exceeding  two-thirds  (or 
three-fourths  in  the  case  of  a  munici¬ 
pality  having  a  population  of  50,000  or 
less)  of  the  cost  of  carrying  out  programs 
of  concentrated  code  enforcement  in 
deteriorated  or  deteriorating  areas  in 
which  such  enforcement,  together  with 
those  public  improvements  to  be  pro¬ 
vided  by  the  locality,  may  be  expected 
to  arrest  the  decline  of  the  area.  Eligible 
code  enforcement  activities  may  include 
the  provision  and  repair  of  necessary 
streets,  curbs,  sidewalks,  street  lighting, 
tree  planting,  and  similar  improvements 
within  such  areas.  Prior  to  execution  of  a 
contract  for  a  code  enforcement  grant, 
the  municipality  must  have  a  workable 
program  for  community  improvement 
currently  in  effect,  must  assure  that  any 
Individuals  or  families  displaced  by  the 
code  enforcement  activities  are  offered 
decent,  safe,  and  sanitary  housing  within 
their  means,  and  must  provide  relocation 
assistance  and  relocation  payments  on 
the  same  basis  as  in  urban  renewal  proj¬ 
ect  activities.  The  policies  and  procedures 
applicable  to  code  enforcement  programs 
are  set  forth  in  the  Code  Enforcement 
Grant  Handbook,  RHA  7250.  Application 
for  financial  assistance  for  a  code  en- 
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forcement  grant  may  be  made  by  cities, 
other  mimicipalities,  and  counties  on 
Form  HUD-6170,  Application  for  Code 
Enforcement  Grant,  and  Form  HUD- 
6170A,  Application  for  Code  Enforcement 
Grant — Area  Data. 

§  500.5  Deiiiolilion  programs. 

The  Secretary  is  authorized  to  make  a 
grant  of  not  exceeding  two-thirds  of  the 
cost  of  demolishing  structures  which  un¬ 
der  State  or  local  law  have  been  de¬ 
termined  to  be  structurally  imsound,  a 
harborage  or  potential  harborage  of  rats, 
or  unfit  for  human  habitation.  If  the 
structures  to  be  demolished  are  not  in  an 
urban  renewal  area;  (a)  the  locality  in¬ 
volved  must  have  a  currently  certified 
workable  program  for  community  im¬ 
provement  and  the  structures  to  be  de¬ 
molished  must  constitute  a  serious  haz¬ 
ard  to  the  public  health  or  welfare,  (b) 
the  demolition  must  be  on  a  planned 
neighborhood  basis  and  further  the  over¬ 
all  renewal  objectives  of  the  locality,  (c) 
a  program  of  enforcement  of  existing 
local  housing  and  related  codes  must  be 
currently  underway  in  the  locality,  and 
(d>  the  governing  body  of  the  munici¬ 
pality  must  determine  that  other  avail¬ 
able  legal  procedures  to  secure  remedial 
action  by  the  owners  of  the  structures 
Involved  have  been  exhausted  and  that 
demolition  by  governmental  action  is  re¬ 
quired.  The  locality  will  be  obligated  to 
assure  that  any  individuals  or  families 
displaced  as  a  result  of  the  federally 
assisted  demolition  are  offered  decent, 
safe,  and  sanitary  housing.  Relocation 
payments  must  be  made  available  on  the 
same  basis  as  in  urban  renewal  project 
activities.  The  policies  and  procedm'es 
applicable  to  the  demolition  program  are 
set  forth  in  the  Demolition  Grant  Hand¬ 
book.  RHA  7300.  Cities,  other  munici¬ 
palities,  and  counties  seeking  financial 
assistance  imder  this  program  may  ob¬ 
tain  information  and  forms  from  the 
Regional  Office  which  serves  the  locality 
seeking  assistance. 

§  500.6  HrlitiliililuliMii  gruiils. 

The  Secretary  may  authorize  a  local 
public  agency  to  make  grants  (and  an 
urban  renewal  or  code  enforcement  proj¬ 
ect,  or  neighborhood  development  pro¬ 
gram  may  Include  the  making  of  such 
grants)  to  individuals  and  families  own¬ 
ing  and  occupying  real  property  which  is 
in  urban  renewal  areas,  areas  certified  by 
the  locality  to  contain  a  substantial  niun- 
ber  of  structures  in  need  of  repairs  and 
Improvements,  or  areas  of  concentrated 
code  enforcement,  or  real  property  which 
is  determined  to  be  unlnsurable  because 
of  physical  hazards  after  an  inspection 
pursuant  to  a  statewide  Insiurance  plan 
approved  by  the  Secretary  imder  title 
Xn  of  the  National  Housing  Act.  Such 
grants  are  to  cover  the  cost  of  repairs 
and  Improvements  necessary  to  make 
such  real  property  conform  to  public 
standards  for  decent,  safe,  and  sanitary 
housing  as  required  by  applicable  codes 
and  other  requirements  of  the  urban 
renewal  plan  for  the  area.  For  an  in¬ 
dividual  whose  annual  income  does  not 
exceed  $3,000,  a  grant  is  limited  to  the 
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lesser  of  $3,000  or  the  actual  cost  of  the 
repairs  and  improvements  involved. 
Where  the  aimual  income  of  the  individ¬ 
ual  or  family  exceeds  $3,000,  the  amount 
of  the  grant  is  further  limited  to  an 
amount  not  exceeding  that  portion  of 
the  cost  of  repairs  and  improvements 
which  cannot  be  paid  for  with  any  avail¬ 
able  loan  that  can  be  amortized  as  part 
of  the  applicant’s  monthly  housing  ex¬ 
pense  without  requiring  that  expense  to 
exceed  25  percent  of  the  applicant’s 
monthly  income.  Local  public  bodies  may 
include  requests  for  rehabilitation  grant 
assistance  in  their  applications  for  assist¬ 
ance  for  an  urban  renewal  or  code 
enforcement  project,  neighborhood  de¬ 
velopment  program  or  certified  area 
project.  Individuals  eligible  for  financial 
assistance  under  this  program  may  re¬ 
quest  and  file  Form  HtrD-6260  with  the 
local  public  body  authorized  to  carry 
out  the  project  or  program  involved. 

§  500.7  Inlorim  grunis. 

(a)  The  Secretary  is  authorized  to 
make  grants  not  exceeding  two-thirds 
(or  three-fourths  in  the  case  of  a  local¬ 
ity  having  a  population  of  50,000  or  less) 
for  a  program  of  interim  assistance  in 
the  alleviation  of  harmful  conditions  in 
sliun  or  blighted  areas  which  are  planned 
for  substantial  clearance,  rehabilitation 
or  Federally  assisted  code  enforcement 
in  the  near  future.  This  program  may 
Include:  (1)  The  repair  of  streets,  side¬ 
walks,  parks,  playgrounds,  publicly 
owned  utilities,  and  public  buildings  to 
meet  needs  consistent  with  the  short¬ 
term  continued  use  of  the  area  prior  to 
the  undertaking  of  contemplated  clear¬ 
ance  or  upgrading  activities,  (2)  the  im¬ 
provement  of  private  properties  to  the 
extent  needed  to  eliminate  the  most  im¬ 
mediate  dangers  to  public  health  and 
safety,  (3)  the  demolition  of  structures 
determined  to  be  structurally  unsound 
or  unfit  for  human  habitation  and  which 
constitute  a  public  nuisance  and  serious 
hazard  to  the  public  health  and  safety, 
(4)  the  establishment  of  temporary  pub¬ 
lic  playgroimds  on  vacant  land  within 
the  area,  and  (5)  the  Improvement  of 
garbage  and  trash  collection,  street 
cleaning  and  similar  activities. 

(b)  To  be  eligible  for  interim  assist¬ 
ance;  (1)  the  locality  must  have  a  cur¬ 
rently  certified  workable  program  for 
community  improvement,  and  (2)  the 
locality  must  make  a  showing  that  there 
is  a  feasible  method  for  the  temporary 
relocation  of  the  individuals  and  fami¬ 
lies  displaced  due  to  activities  under  an 
interim  assistance  program  and  must 
assure  the  Secretary  that  there  are,  or 
are  being  provided,  sufiacient  units  of  de¬ 
cent,  safe,  and  sanitary  relocation  hous¬ 
ing  in  comparable  areas  at  reasonable 
rents. 

§  ,500. it  (loinniiiiiily  mii-Hal  programs. 

(a)  ’The  Secretary  is  authorized  to 
make  grants  not  exceeding  two-thirds  of 
the  total  cost  of  preparing  a  community 
renewal  program  including:  (1)  Iden¬ 
tification  of  blighted  or  deteriorating 
areas  in  the  community,  (2)  measure¬ 
ment  of  the  nature  and  degree  of  blight 
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and  blighting  factors  in  the  areas,  (3) 
determination  of  the  financial,  reloca¬ 
tion  and  other  resources  needed  to  renew 
the  areas,  (4)  Identification  of  potential 
project  areas  and  tjrpes  of  urban  re¬ 
newal  action  contemplated,  and  (5) 
scheduling  of  urban  renewal  activities. 

(b)  Application  for  financial  assist¬ 
ance  under  this  program  may  be  made 
by  a  local  public  body  authorized  to  per,- 
form  the  necessary  planning  work  on 
Form  HUD-6400,  Application  for  Com¬ 
munity  Renewal  Program  Grant.  Tlie 
policies  and  procedures  applicable  to 
community  renewal  programs  are  set 
forth  in  the  Community  Renewal  Pro¬ 
gram  Handbook,  RHA  7230. 

§  500.9  Applications;  information. 

(a)  A  local  public  agency  (or  a  city, 
other  municipality,  or  coimty  in  the  case 
of  a  code  enforcement,  demolition  grant, 
or  interim  assistance  program)  appljdng 
for  financial  assistance  should  submit 
its  application  and  all  related  documents 
to  the  Regional  Administrator  in  the  ap¬ 
propriate  HUD  Regional  Office.  Appli¬ 
cation  forms  and  other  forms,  proce¬ 
dures,  policy  statements,  and  materials 
Issued  by  HUD  for  the  use  or  guidance 
of  local  public  agencies  may  be  obtained 
through  such  offices. 

(b)  The  Urban  Renewal  Handbook, 
which  sets  out  policies  and  requirements 
for  local  public  agencies,  may  be  pur¬ 
chased  from  the  Superintendent  of  Doc¬ 
uments,  U.S.  Government  Printing  Office, 
Wa^lngton,  D.C.  20402  and  is  available 
for  use  In  the  HUD  Information  Cen¬ 
ter,  451  Seventh  Street  SW.,  Washing¬ 
ton,  D.C.  20410,  and  In  the  Information 
centers  of  the  various  HUD  Regional 
Offices. 

(c)  Also  available  in  each  of  the  in¬ 
formation  centers  are:  (1)  Commimity 
Renewal  Program  Handbook,  (2)  Code 
Enforcement  Grsmt  Handbook,  (3)  Dem¬ 
olition  Grant  Handbook,  and  (4) 
Neighborhood  Development  Program 
Handbook. 

Subpart  B — Relocation  Payments 
§  .500.100  Stalenicnt  of  applirablo  law. 

Section  305  of  the  Housing  Act  of  1956 
(70  Stat.  1100,  42  U.S.C.  1456)  amended 
title  I  of  the  Housing  Act  of  1949,  as 
amended,  by  adding  a  new  section  106(f) , 
which  provided  that  title  I  urban  re¬ 
newal  projects  may  Include  the  making 
of  relocation  payments  subject  to  rules 
and  regulations  prescribed  by  the  Hous¬ 
ing  and  Home  Finance  Administrator. 
Section  106(f)  was  amended  by  section 
304  of  the  Housing  Act  of  1957  (71  Stat. 
300),  section  409  of  the  Housing  Act  of 
1959  (73  Stat.  673),  and  section  304  of 
the  Housing  Act  of  1961  (75  Stat.  167). 
Section  310  of  the  Housing  Act  of  1964 
amended  title  I  by  adding  a  new  section 
114  (78  Stat.  788,  42  U.S.C.  1465)  and  In¬ 
corporated  therein,  with  additional  pro¬ 
visions,  the  former  section  106(f)  of  title 
I,  which  was  repealed  (42  U.S.C.  1456 
(f) ).  Section  311(a)  of  the  Housing  and 
Urban  Development  Act  of  1965  amended 
title  I  by  adding  a  new  section  117  (79 
Stat.  478,  42  U.S.C.  1468),  providing  for 


grants  for  programs  of  code  enforcement 
and  providing  that  the  provisions  of  sec¬ 
tion  114  shall  be  applicable  to  such  pro¬ 
grams.  Section  404(a)  of  the  Housing 
and  Urban  Development  Act  of  1965  (79 
Stat.  486,  42  U.S.C.  3074)  provided  that 
the  provisions  of  section  114  of  title  I 
were  applicable  to  all  federally  assisted 
development  programs.  Section  514  of 
the  Housing  and  Urban  Development  Act 
of  1968  (82  Stat.  525,  42  U.S.C.  1468a) 
amends  title  I  by  adding  a  new  section 
118,  providing  for  grants  for  programs 
of  interim  assistance  for  slums  and 
blighted  areas  and  providing  that  the 
provisions  of  section  114  of  title  I  shall 
be  applicable  to  all  activities  assisted 
pursuant  to  section  118  to  the  same  ex¬ 
tent  as  if  such  activities  were  being  car¬ 
ried  out  as  part  of  an  urban  renewal 
project.  Section  516  of  the  Housing  and 
Urban  Development  Act  of  1968  (82  Stat. 
526,  42  U.S.C.  1465(c))  amends  section 
114(c)  by  expanding  the  relocation  pay¬ 
ments  provisions  applicable  to  the  pro¬ 
grams  of  the  Department. 

§  500.101  Definilion!^. 

For  the  purpose  of  the  regulations  in 
this  subpart,  the  follo^i'ing  terms  shall 
mean; 

(a)  Actual  direct  loss  of  property. 
Actual  loss  in  the  value  of  the  property 
(exclusive  of  goods  or  other  inventory 
kept  for  sale)  sustained  by  the  site  occu¬ 
pant  by  reason  of  the  disposition  or 
abandonment  of  the  property  resulting 
from  the  site  occupant’s  displacement. 
A  loss  resulting  from  damage  to  the 
property  while  being  moved  is  not 
included. 

(b)  Agency.  (1)  In  an  urban  renewal 
area,  the  LPA,  (2)  in  a  code  enforcement 
area  or  demolition  grant  area,  the  code 
agency,  or  (3)  in  an  area  receiving  in¬ 
terim  assistance,  the  city,  other  mimic- 
ipality,  or  coimty. 

(c)  Business  concern.  A  corporation, 
partnership,  individual,  or  other  private 
entity.  Including  a  nonprofit  organiza¬ 
tion,  engaged  in  some  type  of  business, 
professional,  or  institutional  activity 
necessitating  fixtures,  equipment,  stock 
in  trade,  or  other  tariglble  property  for 
the  carrjdng  on  of  the  business,  profes¬ 
sion,  or  institution. 

(d)  Code  agency.  A  city,  other  mu¬ 
nicipality,  or  county  authorized  to  en¬ 
gage  In  code  enforcement  activities  in 
the  locality. 

(e)  Code  enforcement.  Structural  or 
other  substantial  repairs  to,  or  alter¬ 
ations  of,  any  building  or  other  improve¬ 
ment  on  land,  the  demolition  of  any 
building  or  Improvement,  or  a  reduction 
in  the  number  of  occupants  of,  or  any 
other  change  in  the  use  of,  any  parcel  of 
real  property,  pursuant  to  the  require¬ 
ments  of,  or  to  comply  with  a  notice  by 
a  municipality  of  enforcement  of,  a 
zoning,  building,  or  other  munlcii>al  c^e 
or  ordinance. 

(f)  Code  enforcement  area.  An  area 
which  HUD  has  approved  imder  section 
117  of  Title  I  for  a  program  of  concen¬ 
trated  code  enforcement  and  public 
improvements. 


(g)  Demolition  grant  area.  An  area 
which  HUD  has  approved  under  section 
116  of  Title  I  for  a  program  of  demoli¬ 
tion  of  structures  which  are  structurally 
tmsound  or  unfit  for  human  habitation. 

(h)  Family.  Two  or  more  persons  re¬ 
lated  by  blood,  marriage,  or  adoption, 
who  are  living  together  in  a  single  dwell¬ 
ing  unit. 

(i)  Federal  financial  assistance  con¬ 
tract.  (DA  contract  for  a  loan,  a  grant, 
or  a  loan  and  grant,  between  the  Federal 
Government  and  the  LPA  for  an  urban 
renewal  project,  executed  on  or  after 
August  7,  1956;  or 

(2)  A  contract  for  a  grant  for  a  pro¬ 
gram  of  concentrated  code  enforcement 
and  public  improvements  between  the 
Federal  Government  and  the  code  agen¬ 
cy;  or 

(3)  A  contract  for  a  grant  for  the 
demolition  of  unsafe  structures  between 
the  Federal  Government  and  the  code 
agency; 

(4)  A  contract  for  a  grant  for  interim 
assistance  to  slums  or  blighted  areas  be¬ 
tween  the  Federal  Government  and  the 
city,  other  municipality,  or  county. 

whichever  is  pertinent  in  the  context. 

(j)  HUD.  (1)  Prior  to  November  9, 
1965,  the  Housing  and  Home  Finance  Ad¬ 
ministrator;  or  (2)  on  and  after  Novem¬ 
ber  9,  1965,  the  Housing  and  Home  Fi¬ 
nance  Administrator  in  the  Department 
of  Housing  and  Urban  Development 
pending  appointment  of  the  Secretary 
of  Housing  and  Urban  Development,  and 
thereafter  the  Secretary  of  Housing  and 
Urban  Development;  or  (3)  an  employee 
duly  authorized  to  perform  the  functions 
of  such  Administrator  or  Secretary. 

(k)  Individual.  A  person  who  is  not  a 
member  of  a  family.  An  elderly  individual 
is  an  Individual  62  years  of  age  or  over 
at  the  time  of  displacement.  A  handi¬ 
capped  individual  is  an  individual  who 
has  a  physical  impairment  which  is  ex¬ 
pected  to  be  of  long-continued  and  in¬ 
definite  duration  and  which  substantially 
Impedes  his  ability  to  live  independently. 

(l)  LAP.  A  Local  Public  Agency  au¬ 
thorized  to  undertake  an  urban  renewal 
project  being  assisted  imder  Title  I. 

(m)  Moving  expenses.  (1)  Individu¬ 
als  and  families.  Costs  of  packing,  stor¬ 
ing  (for  a  period  of  1  year  or  less), 
carting,  and  Insuring  of  property  and 
incidental  costs  of  disconnecting  and 
reconnecting  household  appliances. 

(2)  Business  concerns.  Costs  of  dis¬ 
mantling,  crating,  storing  (for  a  period 
of  1  year  or  less) ,  transporting,  insuring, 
reassembling,  recormectlng,  and  rein¬ 
stalling  of  property  (including  goods  or 
other  Inventory  kept  for  sale),  exclusive 
of  the  cost  of  any  additions,  improve¬ 
ments,  alterations,  or  other  physical 
changes  in  or  to  any  structure  in  con¬ 
nection  with  effecting  such  reassembly, 
recoimectlon,  or  reinstallation. 

(n)  Property.  Tangible  personal  prop¬ 
erty.  excluding  fixtures,  equipment,  and 
other  property  which  under  State  or 
local  law  are  considered  real  property, 
but  including  such  items  of  real  property 
as  the  site  occupant  may  lawfully  re¬ 
move. 
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(o)  Public  body.  A  State,  county, 
municipality,  or  other  political  8ubdl\d- 
slon,  or  an  authority  or  agency  which  Is 
a  public  legal  entity. 

(p)  Relocation  payment.  A  payment 
by  an  Agency: 

(1)  To  an  individual  or  family,  for 
reasonable  and  necessary  moving  ex¬ 
penses  and  any  actual  direct  loss  of 
property  (for  which  reimbursement  or 
compensation  Is  not  otherwise  made); 

(2)  To  a  business  concern  for  its  rea¬ 
sonable  and  necessary  moving  expenses 
and  any  actual  direct  loss  of  property  ex¬ 
cept  goodwill  or  profit  (for  which  reim¬ 
bursement  or  compensation  is  not  other¬ 
wise  made) : 

(3)  To  a  small  business  concern,  for 
Its  displacement  (small  business  dis¬ 
placement  payment) ; 

(4)  To  or  on  behalf  of  a  family  or 
elderly  individual  for  relocation  adjust¬ 
ment  prior  to  August  1,  1968  (relocation 
adjustment  pasmient) ;  or  to  or  on  behalf 
of  a  family  or  elderly  or  handicapped  in¬ 
dividual  on  or  after  August  1, 1968  (addi¬ 
tional  relocation  pasmient). 

(5)  To  an  individual,  family,  or  busi¬ 
ness  concern  for  settlement  costs  (for 
which  reimbursement  or  compensation 
is  not  otherwise  made) . 

(6)  To  a  family  or  individual  to  assist 
an  owner-occupant  of  a  one-  or  two- 
family  dwelling  in  the  purchase  and  oc- 
cupany  of  a  replacement  dwelling  on  or 
after  August  1,  1968  (replacement  hous¬ 
ing  payment) . 

(q)  Settlement  costs.  (1)  Recording 
fees,  transfer  taxes,  and  similar  expenses 
incidental  to  convesing  real  property  to 
the  Agency; 

(2)  Penalty  costa  for  prepasrment  of 
any  mortgage  encumbering  such  real 
property;  and 

(3)  The  pro  rata  portion  of  real  prop¬ 
erty  taxes  allocable  to  a  period  subse¬ 
quent  to  the  date  of  vesting  of  title,  or 
the  effective  date  of  the  acquisition  of 
such  real  property  by  the  Agency,  which¬ 
ever  Is  earlier. 

(r)  Site  occupant.  A  family.  Individ¬ 
ual,  or  business  concern,  as  defined  above. 

(s)  Small  business  concern.  A  busi¬ 
ness  concern  (other  than  a  nonprofit 
organization)  which  during  the  base  pe¬ 
riod  had: 

(1)  Average  annual  net  earnings 
before  income  taxes  of  less  than  $10,000; 
and 

(2)  In  the  case  of  displacements  prior 
to  June  15,  1966,  average  annual  gross 
receipts  or  sales  In  excess  of  $1,500;  or 
In  the  case  of  displacements  on  and  after 
June  15,  1966,  average  annual  gross 
receipts  or  sales  in  excess  of  $1,500 
together  with  average  annual  net  earn¬ 
ings  before  Income  taxes  In  excess  of 
$500,  or  average  annual  gross  receipts 
or  sales  In  excess  of  $2,500. 

Earnings  for  the  purpose  of  this  para¬ 
graph  (s)  Include  salaries,  wages.  Or 
other  compensation  received  by  an 
owner  of  the  concern  or  any  member  of 
his  household  related  to  him.  The  term 
“owner”  as  used  In  the  previous  sentence 
includes  the  sole  proprietor  In  a  sole 
proprietorship,  the  principal  partners  in 
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a  partnership,  and  the  principal  stock¬ 
holders  of  a  corporation,  as  determined 
by  HUD. 

(t)  Title  I.  Title  I  of  the  Housing 
Act  of  1949,  as  amended  (42  n.S.C.  1450 
et  seq.) . 

(u)  Urban  renewal  area.  An  area 
which  HUD  has  approved  for  an  urban 
renewal  project. 

(V)  Urban  renewal  plan.  A  duly  ap¬ 
proved  plan,  as  it  exists  from  time  to 
time,  for  an  mban  renewal  project. 

(w)  Urban  renewal  project.  Under¬ 
takings  and  activities  of  an  LPA  In  an 
urban  renewal  area  for  the  elimination 
and  prevention  of  the  development  or 
spread  of  slums  or  blight  as  defined  In 
Title  I. 

(X)  Voluntary  rehabilitation.  Struc¬ 
tural  or  other  substantial  repairs  to,  or 
alterations  of,  any  building  or  other  im¬ 
provement  on  land  within  an  urban  re¬ 
newal  area,  undertaken  by  an  owner  of 
any  interest  in  such  real  property,  in 
order  to  conform  to  the  property  rehabil¬ 
itation  standards  set  forth  in  the  urban 
renewal  plan. 

(y)  Base  period.  The  2  tax  years  im¬ 
mediately  preceding  displacement  (or,  if 
the  business  concern  Is  not  in  business 
that  long,  such  other  period  as  may  be 
approved  by  HUD) :  Provided,  That  If  a 
business  concern  does  not  qualify  as  a 
small  business  concern  under  paragraph 
(s)  (li)  of  this  section  based  upon  the  2 
tax  years  Immediately  preceding  dis¬ 
placement  and  the  Agency  finds  that  its 
business  activity  during  such  period  was 
not  representative,  the  base  period  shall 
be  the  third  and  fourth  tax  years  im^ 
mediately  preceding  displacement. 

(z)  Interim  assistance  area.  An  area 
which  HUD  has  approved  for  a  grant 
designed  to  assist  the  locality  Ir.  carrying 
out  programs  to  alleviate  harmful  con¬ 
ditions  in  slums  or  blighted  areas,  as 
provrided  for  In  section  118  of  title  I  (42 
U.S.C.  1468a). 

§590.102  KeliH'aliun  itayiuonls  liy  llie 
Agency. 

The  Agency  shall  make  relocation  pay¬ 
ments  to  or  on  behalf  of  eligible  site 
occupants  in  accordance  with  and  to  the 
full  extent  permitted  by  the  regulations 
In  this  subpart:  Provided,  That  for  each 
Federal  financial  assistance  contract  the 
Agency  may  elect  whether  to  make  pay¬ 
ments  for  moving  expenses  in  excess  of 
$25,000  in  accordance  with  §  500.109 

(a) (2) . 

§  .500.10.3  italic  rligihilily  eoiulilioiih— 
displacement  from  an  urban  renewal 
area. 

(a)  Displacement.  A  site  occupant  is 
eligible  for  a  relocation  payment  if  the 
displacement  of  the  site  occui>ant  is: 

(1)  Prom  real  property  within  the 
urban  renewal  area,  on  or  after  the  date 
of  execution  of  the  pertinent  Federal 
financial  assistance  contract,  or  the  date 
of  HUD  approval  Of  a  budget  for  project 
execution  activities  resulting  In  the  dis¬ 
placement  (provided  that  in  the  latter 
case  a  Federal  financial  assistance  con¬ 
tract  for  such  contemplated  project  is 
thereafter  executed) ;  and 
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(2)  Made  necessary  by  (1)  the  acquisi¬ 
tion  of  such  real  property  by  the  LPA, 
or  any  other  public  body,  or  (11)  code 
enforcement  activities  imdertaken  in 
connection  with  the  urban  renewal  proj¬ 
ect,  or  (ill)  a  program  of  voluntary 
rehabilitation  of  buildings  or  other  im¬ 
provements  in  accordance  with  the  urban 
renewal  plan,  as  further  defined  In  para¬ 
graphs  (b)  and  (c)  of  this  section. 

(b)  Displacement  made  necessary  by 
acquisition.  A  site  occupant  of  the 
property  on  the  date  of  execution  of  a 
Federal  financial  assistance  contract  (or 
HUD  concurrence,  prior  to  its  approval 
of  an  Application  for  Loan  and  Orant, 
in  the  commencement  of  a  project  execu¬ 
tion  activity)  which  (X>ntemplate8  ac¬ 
quisition  of  the  property,  regardless  of 
when  or  if  such  acquisition  takes  place, 
and  a  site  occupant  of  the  property  at 
the  time  of  its  acquisition  may  be  deemed 
displaced  by  the  acquisition  upon  vacat¬ 
ing  the  property.  For  this  purpose, 
acquisition  means  the  obtaining  by  the 
LPA  or  other  public  body  of  title  to,  or 
the  right  to  possession  of,  the  real  prop¬ 
erty.  This  paragraph  (b)  shall  apply  to 
a  site  occupant  displaced  on  or  after 
January  27, 1904,  but  shall  not  affect  ad¬ 
versely,  In  the  case  of  a  site  occupant 
displaced  prior  to  January  13,  1965,  eligi¬ 
bility  established  in  accordance  with 
regulations  in  effect  at  the  time  of  the 
site  occupant’s  displacement. 

(c)  Displacement  made  necessary  by 
code  enforcement  or  voluntary  rehabili- 
tation.  The  vacating  by  the  site  occu¬ 
pant  of  the  real  property  after  the 
happening  of  any  of  the  following  events 
shall  be  deemed  to  be  a  displacement 
from  the  urban  renewal  area  made  nec¬ 
essary  by  code  enforcement  or  voluntary 
rehabilitation,  as  the  case  may  be: 

(1)  In  the  case  of  volimtary  rehabili¬ 
tation,  the  commencement  of,  or  notice 
by  the  owner  of  the  real  property  of  the 
commencement  of,  voluntary  rehabilita¬ 
tion  of  the  building  or  other  improve¬ 
ment,  or  the  part  thereof,  occupied  by 
the  site  occupant  which  makes  It  neces¬ 
sary  (as  determined  by  the  LPA)  for  the 
site  occupant  to  vacate  the  real  property. 

(2)  In  the  case  of  code  enforcement, 
the  commencement  of,  or  notice  by  the 
code  agency  of,  code  enforcement,  with 
respect  to  the  real  property,  or  the  part 
thereof,  occupied  by  the  site  occupant 
which  makes  it  necessary  (as  determined 
by  the  LPA)  for  the  site  occui>ant  to 
vacate  the  real  property. 

(3)  In  the  case  of  either  voluntary 
rehabilitation  or  code  enforcement,  an 
Increase,  or  a  notice  of  increase,  in  rent 
for  the  rent  period  involved  amoimtlng 
to  not  less  than  25  percent  In  the  case  of 
a  business  concern  and  not  less  than  10 
percent  in  the  case  of  an  Individual  or 
family:  Provided,  That  in  the  case  of  an 
Individual  or  family  the  Increase  shall 
also  result  In  a  rent  exceeding  the  stand¬ 
ards  established  by  the  LPA  for  dls- 
placees’  ability  to  i>ay. 

(d)  Small  business  displacement  pay¬ 
ment.  A  small  business  concern  which 
satisfies  the  eligibility  conditions  of  para¬ 
graph  (a)  of  this  section  is  eligible  for 
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a  wmaii  business  displacement  payment 
if  the  concern: 

(1)  Is  displaced  on  or  after  January 
27,  1964; 

(2)  Is  not  part  of  an  enterprise  having 
two  or  more  establishments  outside  the 
urban  renewal  area; 

(3)  Has  filed  with  the  Internal 
Revenue  Service  income  tax  returns  for 
the  base  period;  or  has  furnished  such 
other  evidence  of  earnings  as  may  be 
approved  by  HUD;  and 

(4)  Was  doing  business  In  the  urban 
renewal  area  on  the  date  of  the  approval 
by  the  governing  body  of  the  locality  of 
an  urban  renewal  plan:  Prxwided,  That 
If  the  di^lacement  occurs  pursuant  to  a 
Federal  finaniriai  assistance  contract  In 
accordance  with  the  third  sentence  of 
section  102(a)  of  Title  I  (Early  Land  Ac¬ 
quisition  Loan) .  the  applicable  date  shall 
be  the  date  of  the  approval  by  the  gov¬ 
erning  body  of  the  locality  of  an  applica¬ 
tion  for  such  contract,  and  If  the  dls- 
placement  occurs  pursuant  to  HDD 
approval  of  a  budget  for  project  execu¬ 
tion  activities,  the  applicable  date  shall 
be  the  date  of  the  resolution  by  the  LPA 
requesting  HUD  approval  of  such  project 
execution  activities. 

(e)  Outdoor  advertising  display.  A 
business  concern  which  Is  not  displaced 
from  an  urban  renewal  area  shall  be 
eligible  for  a  relocation  payment  for  mov¬ 
ing  expenses  incurred  on  or  after  Sep¬ 
tember  2,  1964,  with  respect  to  Its  out¬ 
door  advertising  displays  required  in  the 
determination  of  the  LPA  to  be  removed 
from  the  urban  renewal  area. 

(f)  Temporary  on-site  moves.  No  re¬ 
location  pajment  shall  be  made  to  a  site 
occupant  for  a  temporary  move  within 
the  urban  renewal  area. 

§  500.103a  BaMc  eligibility  condiliun»i — 
displacement  from  a  code  enforce¬ 
ment  or  demolition  grant  area. 

(a)  Displacement.  A  site  occupant  Is 
eligible  for  a  relocation  ptayment  if  the 
displacement  Is: 

(1)  Prom  real  property  within  the 
code  enforcement  or  demolition  grant 
area  on  or  after  (i)  the  date  of  execution 
of  a  Federal  financial  assistance  con¬ 
tract.  or  (il)  the  date  of  HUD  approval 
of  a  budget  for  a  program  of  concen¬ 
trated  code  enforcement,  or  (Hi)  the 
date  of  HUD  approval  of  an  application 
for  a  demolition  grant:  Provided,  That 
in  the  case  of  approval  of  such  budget 
or  application  a  Federal  financial  assist¬ 
ance  contract  Is  thereafter  executed  for 
the  area;  and 

(2)  Made  necessary  by  (1)  code  en¬ 
forcement  activities,  as  further  defined 
in  paragraph  (b)  of  this  section,  (ii)  ac¬ 
quisition  of  real  property  by  the  code 
agency  or  any  other  public  body  in  con¬ 
nection  with  a  federally  assisted  program 
of  concentrated  code  enforcement  and 
public  improvement  as  further  defined  in 
paragraph  (c)  of  this  section,  or  (Hi) 
demolition  activities  as  further  defined 
in  paragraph  (d)  of  this  section. 

(b)  Displacement  made  necessary  by 
code  enforcement.  The  displacement  of 
a  site  occupant  from  a  code  enforcement 
area  is  deemed  made  necessary  by  code 


enforcement  if  the  vacation  of  the  real 
property  occurs  on  or  after  the  com¬ 
mencement  of  code  enforcement,  or  the 
receipt  of  notice  by  the  site  occupant  that 
code  enforcement  wUl  be  required,  with 
respect  to  the  real  property  occupied  by 
the  site  occupant  under  either  of  the 
following  circumstances: 

(1)  The  code  enforcement  cannot  rea¬ 
sonably  be  imdertaken  without  the  vaca¬ 
tion  of  the  real  property  by  the  site  occu¬ 
pant  and  the  code  agency  so  determines 
in  accordance  with  §  500.104(e)  (2) ;  or 

(2)  In  the  case  of  a  tenant,  the  owner 
has  increased  the  rent,  or  has  notified  the 
tenant  of  an  increase  in  rent,  amounting 
to  not  less  than  25  percent  in  the  case  of 
a  business  concern  and  not  less  than  10 
percent  in  the  case  of  an  individual  or 
family: 

Provided.  That  in  the  case  of  an  Individ¬ 
ual  or  fanHly  the  increase  shaU  also  re¬ 
sult  In  a  rent  exceeding  the  standards 
established  by  the  code  agency  for  dis- 
placees’  abUity  to  pay. 

(c)  Displacement  made  necessary  by 
acquisition.  The  displacement  of  a  site 
occupant  from  a  code  enforcement  area 
is  deemed  made  necessary  by  acquisition 
if  the  vacation  of  the  real  property  oc¬ 
curs  after  the  code  agency  or  other 
public  body  acqiHring  legal  or  eqiHtable 
title  or  the  right  to  possession  has 
ordered  the  site  occupant  to  vacate  the 
real  property. 

(d)  Displacement  made  necessary  by 
demolition.  The  displacement  of  a  site 
occupant  from  a  demoUtlon  grant  area  is 
deemed  made  necessary  by  demolition 
if  the  vacation  of  the  real  property  oc¬ 
curs  after  the  code  agency  has  ordered 
the  real  property  to  be  vacated  and 
demolished. 

(e)  Small  business  displacement  pay¬ 
ment.  A  small  business  concern  which 
satisfies  the  eUgibility  conditions  of  par¬ 
agraph  (a)  of  this  section  Is  eligible  for 
a  small  business  displacement  pajmient 
if  the  concern: 

(1)  Is  not  part  of  an  enterprise  having 
two  or  more  establishments  outside  the 
code  enforcement  or  demolition  grant 
area; 

(2)  Satisfies  the  requirements  of 
§  500.103(d)  (3)  governing  evidence  of 
earnings;  and 

(3)  Was  doing  business  in  the  code 
enforcement  or  demolition  grant  area 
on  the  date  of  approval  by  the  code 
agency  of  an  application  for  a  Federal 
financial  assistance  contract  for  the 
area. 

(f)  Outdoor  advertising  display — code 
enforcement  area.  A  business  concern 
which  is  not  displaced  from  a  code  en¬ 
forcement  area  shall  be  eligible  for  a 
relocation  pasunent  for  moving  expenses 
with  respect  to  its  outdoor  advertising 
displays  required,  in  the  determination 
of  the  code  agency,  to  be  removed  from 
the  code  enforcement  area  by  the  ac¬ 
quisition  of  real  property  in  connection 
with  a  federally  assisted  program  of  con¬ 
centrated  code  enforcement  and  public 
improvements. 

(g)  Temporary  on-site  moves.  No  re¬ 
location  payment  shall  be  made  to  a  site 
occupant  for  a  temporary  move  within 


the  code  enforcement  or  demoUtlon 
grant  area. 

§  SOO.lOSb  Basic  eligibility  conditiuns— 
displacement  from  an  area  receiving 
interim  assistance. 

(a)  Displacement.  A  site  occupant  is 
eligible  for  a  relocation  payment  if  the 
displacement  is; 

(1)  From  private  real  property  within 
the  Interim  assistance  area  on  or  after 
the  date  of  execution  of  a  Federal  fi¬ 
nancial  assistance  contract  or  the  date  of 
HUD  approval  of  a  budget  for  a  program 
of  interim  assistance:  Provided.  That 
In  the  latter  case  a  Federal  financial  as¬ 
sistance  contract  is  thereafter  executed 
for  the  area;  and 

(2)  Made  necessary  by  (1)  activities 
designed  to  improve  private  properties 
to  the  extent  needed  to  eliminate  the 
most  immediate  dangers  to  the  public 
health  and  safety,  as  further  dsdned  in 
paragraph  (b)  of  this  section,  (H)  ac- 
qiHsitlon  of  real  property  by  the  Agency 
in  connection  with  a  federally  assisted 
program  of  Improvement  of  private 
properties,  as  further  defined  in  para¬ 
graph  (c)  of  this  section,  or  (Hi)  demo¬ 
lition  of  structures  determined  to  be 
structurally  unsound  or  unfit  for  human 
habitation,  and  which  constitute  a  public 
niHsance  and  serious  hazard  to  the  pub¬ 
lic  health  and  safety,  as  further  defined 
in  paragraph  (d)  of  this  section. 

(b)  Displacement  made  necessary  by 
improvement  of  private  properties.  The 
displacement  of  a  site  occupant  from  an 
interim  assistance  area  is  deemed  made 
necessary  by  Improvement  of  private 
properties  if  the  vacation  of  the  private 
real  property  occurs  on  or  after  the  com¬ 
mencement  of  Improvement  activities,  or 
the  receipt  of  notice  by  the  site  occupant 
that  improvements  will  be  required  with 
respect  to  the  private  real  property  oc¬ 
cupied  by  the  site  occupant,  and  if : 

(1)  The  improvement  is  necessary  to 
eliminate  the  most  immediate  dangers  to 
public  health  and  safety  and  the  Agency 
so  determines,  and  the  Improvement  can¬ 
not  reasonably  be  undertaken  without 
the  vacation  of  the  real  property  by  the 
site  occupant  and  the  Agency  so  deter¬ 
mines  in  accordance  with  5  500.104(e) 

(3) :  or 

(2)  In  the  case  of  a  tenant,  the  owner 
has  Increased  the  rent,  or  has  notified  the 
tenant  of  an  Increase  in  rent,  amounting 
to  not  less  than  25  percent  in  the  case  of 
a  business  concern  and  not  less  than  10 
percent  in  the  case  of  an  individual  or 
family:  Provided.  That  in  the  case  of  an 
individual  or  family  the  Increase  shall 
also  result  In  a  rent  exceeding  the  stand¬ 
ards  established  by  the  city,  other  mu¬ 
nicipality,  or  county  for  dlsplacees’  abil¬ 
ity  to  pay. 

(c)  Displacement  made  necessary  by 
acquisition.  The  displacement  of  a  site 
occupant  from  an  interim  assistance  area 
Is  deemed  made  necessary  by  acquisition 
if  the  vacation  of  the  real  property  oc¬ 
curs  after  the  Agency  has  acquired  legal 
or  equitable  title  or  the  right  to  posses¬ 
sion  and  has  ordered  the  site  occupant  to 
vacate  the  real  property. 
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(d)  Displacement  made  necessary  by 
demolition  of  unfit  structures.  The  dis¬ 
placement  of  a  site  occupant  from  an  in¬ 
terim  assistance  area  Is  deemed  made 
necessary  by  demolition  of  unfit  struc¬ 
tures  if  the  vacation  of  the  real  property 
occurs  under  the  following  circum¬ 
stances:  (1)  The  structures  occupying 
the  real  property  are  structurally  un¬ 
sound  or  unfit  for  human  habitation  and 
constitute  a  public  nuisance  and  serious 
hazard  to  the  public  health  and  safety, 
and  the  Agency  has  so  determined:  and 

(2)  the  vacation  of  the  real  property  oc¬ 
curs  after  the  Agency  has  ordered  the 
real  property  to  be  vacated  and 
demolished. 

(e)  Small  business  displacement  pay¬ 
ment.  A  small  business  concern  which 
satisfies  the  eligibility  condition  of  para¬ 
graph  (a)  of  this  section  Is  eligible  for  a 
sm^l  business  displacement  payment  if 
the  concern: 

( 1 )  Is  not  part  of  an  enterprise  having 
two  or  more  establishments  outside  the 
interim  assistance  area; 

(2)  Satisfies  the  requirement  of 
5  500.103(d)(3)  governing  evidence  of 
earnings;  and 

(3)  Was  doing  business  in  the  interim 
assistance  area  on  the  date  of  approval 
by  the  city,  other  municipality,  or  county 
of  an  application  for  a  Federal  financial 
assistance  contract  for  the  area. 

(f)  Temporary  on-site  moves.  No  relo¬ 
cation  payment  shall  be  made  to  a  site 
occupant  for  a  temporary  move  within 
the  interim  assistance  area. 

§  .>00.103c  Eligibility— relocation  ad- 

jiiHtment  payment;  additional  relm-a- 
tion  payment;  replacement  bousing 
payment. 

(a)  Relocation  adjustment  payment. 
A  family  or  elderly  individual  who  satis¬ 
fies  the  eligibility  conditions  of  §  500.103 

(a)  (displacement  from  an  urban  renewal 
area)  or  §  500.103a (a)  (displacement 
from  a  code  enforcement  or  demolition 
grant  area)  prior  to  August  1,  1968,  is 
eligible  for  a  relocation  adjustment  pay¬ 
ment  if  the  site  occupant: 

(1)  Is  unable  to  secure  a  suitable 
dwelling  unit  in  (i)  a  low-rent  housing 
project  assisted  under  the  United  States 
Housing  Act  of  1937,  as  amended,  42 
U.S.C.  1401  et  seq.  (or  a  State  or  local 
program  foiind  by  HUD  to  have  the 
same  general  purposes)  or  (il)  a  dwelling 
unit  assisted  under  section  101  of  the 
Housing  and  Urban  Development  Act  of 
1965  (12  U.S.C.  1701s(a)): 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling;  and 

(3)  In  the  case  of  an  urban  renewal 
area  is  displaced  on  or  after  January  27, 
1964. 

(b)  Additional  relocation  payment.  A 
family  or  elderly  or  handicapped  In¬ 
dividual  who  satisfies  the  eligibility  re¬ 
quirements  of  §  500.103(a)  (displacement 
from  an  urban  renewal  area),  §  500.103a 
(a)  (displacement  from  a  code  enforce¬ 
ment  or  demolition  grant  area) ,  or  5  500.- 
103b  (a)  (displacement  from  an  interim 
assistance  area),  on  or  after  August  1, 
1968,  is  eligible  for  an  additional  reloca¬ 
tion  payment  if  the  site  occupant: 
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(1)  Is  imable  to  secure  a  suitable 
dwelling  in  (i)  a  low-re.nt  housing  project 
assisted  under  the  United  States  Housing 
Act  of  1937,  as  amended,  42  U.S.C.  1401 
et  seq.  (or  a  State  or  local  program  fovmd 
by  HUD  to  have  the  same  general  pur¬ 
poses)  or  (il)  a  dwelling  imit  assisted 
imder  section  101  of  the  Housing  and 
Urban  Development  Act  of  1965  (12 
U.S.C.  1701s(a) ) ; 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling: 

Provided,  That  an  additional  relocation 
payment  not  to  exceed  $500  in  the  first 
12  months  and  $500  in  the  second  12 
months  may  be  made  on  a  lump-sum 
basis  or  other  than  a  monthly  basis  in 
cases  in  which  other  than  monthly  pay¬ 
ments  are  determined  warranted  by 
HUD. 

(c)  Replacement  housing  payment.  A 
family  or  individual  who  satisfies  the 
eligibility  conditions  of  §  500.103(a)  (dis¬ 
placement  from  an  urban  renewal  area) , 
§  500.103a(a)  (1)  (displacement  from  a 
code  enforcement  or  demolition  grant 
area) ,  or  §  500.103b(a)  (1)  (displacement 
from  an  interim  assistance  area),  on  or 
after  August  1,  1968,  is  eligible  for  a  re¬ 
placement  housing  payment  if  the  site 
occupant: 

(1)  Is  the  owner  of  the  real  property 
acquired  for  a  project  assisted  under 
title  I; 

(2)  Has  occupied  a  single-  or  two- 
family  dwelling  located  on  the  real  prop¬ 
erty  for  not  less  than  1  year  prior  to  the 
initiation  of  negotiations  for  the  acquisi¬ 
tion  of  the  property ; 

(3)  Does  not  receive  the  additional 
relocation  payment  provided  for  by 
§  500.103c(b); 

(4)  Purchases  and  occupies  a  replace¬ 
ment  dwelling  within  1  year  subsequent 
to  the  date  on  which  he  is  required  to 
move  from  the  dwelling  acquired  for  the 
project;  and 

(5)  Does  not  receive  a  payment  pur¬ 
suant  to  the  State  law  of  eminent  domain 
determined  by  HUD  to  have  substantially 
the  same  purpose  and  effect  as  would  a 
replacement  housing  payment,  and  to 
be  a  part  of  the  cost  of  the  project  for 
which  Federal  financial  assistance  is 
available. 

§  .’>00.103<1  Notire  of  inirntion  to  move. 

Except  as  provided  in  this  section, 
no  relocation  payment  for  moving  ex¬ 
penses  or  actual  direct  loss  of  property 
and  no  small  business  displacement  pay¬ 
ment  shall  be  made  to  a  business  concern 
imless  (a)  the  Agency  has  received,  at 
least  30  days  but  not  earlier  than  90 
days  prior  to  the  moving  date,  written 
notice  from  the  business  concern  of  Its 
intention  to  move  or  dispose  of  the  prop¬ 
erty,  w'hlch  shall  be  described  generally 
in  the  notice,  and  the  date  of  such  in¬ 
tended  move  or  disposition,  and  (b)  the 
business  concern  has  permitted,  at  all 
reasonable  times,  the  inspection  by  or  on 
behalf  of  the  Agency  of  such  property 
at  the  site  from  which  the  buMness 
concern  is  displaced.  For  the  purpose 
of  this  section,  “moving  date”  shall 
mean  the  date  on  which  the  first  Item  of 
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such  property  is  Intended  to  be  moved 
or  disposed  of.  The  Agency  may  make 
a  relocation  pasonent  notwithstanding 
nonreceipt  of  such  timely  notice  only  if 
the  Agency  has  determined  that  there 
was  reasonable  cause  for  the  failure  of 
the  business  concern  to  give  such  notice, 
and  the  Agency  has  adequately  verified 
the  facts  pertaining  to  the  move  or  dis¬ 
position  and  the  requested  relocation 
payment. 

§.>00.101'  AdiiiiiiiMiralion  of  rt'IcN'iilioti 
payments. 

(a)  Conditions  for  relocation  payment. 
The  Agency  (or,  if  the  Agency  is  the 
municipality,  the  board  or  commission 
responsible  for  carrying  out  the  federally 
assisted  activities  or.  if  there  is  no  such 
board  or  commission,  the  principal  ex¬ 
ecutive  oflQcer  of  the  mimlcipality)  shall 
approve  a  schedule  (Form  HUD-6148)  of 
average  annual  gross  rentals  for  stand¬ 
ard  housing  in  the  locality  for  determin¬ 
ing  the  amount  of  relocatioh  adjustment 
payments  and  additional  relocation  pay¬ 
ments  in  accordance  with  §§  500.109(b» 
(2)  and  (3),  and  a  separate  schedule 
(Form  HUD-6155)  for  determining  the 
average  price  of  standard  sales  housing 
In  a  locality,  and  any  other  conditions 
under  which  the  Agency  will  make  re¬ 
location  payments.  The  schedules  and 
conditions  shall  be  consistent  with  the 
regulations  In  this  subpart  and  shall  be 
available  in  written  form  to  site  oc¬ 
cupants  in  the  oflBce  of  the  Agency. 

(b)  Notice  to  site  occupants.  The 
Department  shall  furnish  all  site  occu¬ 
pants,  who  occupy  property  within  an 
urban  renewal  area  (or  the  area  of  the 
Federally  assisted  activities)  and  who  are 
anticipated  to  be  displaced,  with  a  notice 
or  informational  statement  advising  the 
site  occupant  of  (1)  the  availability  of  re¬ 
location  payments  to  eligible  site  oc¬ 
cupants.  and  (2)  the  ofSce  where  the 
conditions  under  which  relocation  pay¬ 
ments  will  be  made  are  available  for 
Inspection. 

(c)  Action  on  claim — finality.  The 
Agency  Is  initially  responsible  for  de¬ 
termining  the  eligibility  of  a  claim  for, 
and  the  amount  of,  a  relocation  payment 
and  shall  maintain  in  Its  files  complete 
and  proper  documentation  supporting  the 
determination.  The  determination  on 
each  claim  shall  be  made  or  approved 
either  by  the  governing  body  of  the 
Agency  or  by  the  principal  executive 
officer  of  the  Agency  or  his  duly  au¬ 
thorized  designee.  The  determination 
by  the  Agency  or  any  rede  termina¬ 
tion  by  HUD  shall  be  final  and  conclusive 
with  respect  to  the  rights  of  any  site  oc¬ 
cupant,  and  not  subject  to  redetermlna- 
tlon  by  any  court  or  any  other  officer. 
Subject  to  the  requirements  of  this  para¬ 
graph  (c),  the  Agency  may  permit  a 
third-party  contractor  responsible  for 
relocation  activities  to  examine  and  rec¬ 
ommend  action  on  a  claim  and  to  dis¬ 
burse  funds  in  payment  of  a  claim  which 
has  been  approved  by  the  Agency. 

(d)  Prompt  payment.  A  relocation 
payment  shall  be  made  by  the  Agency 
as  promptly  as  possilbe  after  a  site  occu¬ 
pant’s  eligibility  has  been  determined 
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in  accordance  with  the  regulations  In 
this  subpart. 

(e)  Certain  determinations.  (1)  No 
claim  based  upon  acquisition  of  real 
property  by  a  public  body  other  than  the 
Agency  shall  be  approved  unless  the 
Agency  shall  have  determined  that  the 
claimant  was  displaced  by  the  acquisi¬ 
tion  or  in  contemplation  thereof.  The 
determination  shall  be  supported  by  a 
signed  statement  from  the  public  body 
Indicating  (1)  when  it  acquired  or  pro¬ 
poses  to  acquire  the  property  occupied  by 
the  claimant,  and  (ii)  whether  it  com¬ 
pensated  or  has  agreed  to  compensate 
the  claimant  for  moving  expenses,  actual 
direct  loss  of  property,  or  settlement 
costs  resulting  from  the  displacement. 

(2)  No  claim  based  upon  code  enforce¬ 
ment  or  voluntary  rehabilitation  shall  be 
approved  unless  the  Agency  shall  have 
detennlned  that  the  claimant  was  dis¬ 
placed  by  such  activities.  The  determina¬ 
tion  shall  be  supported  by  a  statement  by 
the  Agency  giving  the  factual  basis  on 
which  the  determination  was  made. 

(3)  No  claim  based  upon  interim  as¬ 
sistance  Involving  improvement  to  pri¬ 
vate  properties  shall  be  approved  imless 
the  Agency  shall  have  determined  that 
the  claimant  was  displaced  by  such  ac¬ 
tivities.  The  determination  shall  be  sup¬ 
ported  by  a  statement  by  the  Agency  giv¬ 
ing  the  factual  basis  on  which  the  deter¬ 
mination  was  made. 

(f)  Agency  setoff  against  claim.  The 
Agency  may  setoff  against  the  claim  of 
an  otherwise  eligible  site  occupant  any 
financial  claim  the  Agency  may  have 
against  the  site  occupant  arising  out  of 
the  use  of  the  real  property. 

(g)  Approval  by  HUD — business  con¬ 
cerns.  No  relocation  payment  for  mov¬ 
ing  expenses  or  settlement  costs,  or  both, 
in  excess  of  $10,000  shall  be  made  without 
approval  by  HUD. 

(h)  Reimbursement  of  relocation  pay¬ 
ments.  Relocation  payments  made  in 
accordance  with  the  regulations  in  this 
subpart  and  pursuant  to  a  Federal  finan¬ 
cial  assistance  contract  are  reimbursable 
in  fxiU  to  the  Agency  as  a  Title  I  grant. 

(i)  Accounts  and  records.  Accounts 
and  records  shall  be  maintained  as  pre¬ 
scribed  by  HUD  and  shall  be  subject  to 
Inspection  or  audit  at  all  reasonable 
times  by  HUD.  Records  pertaining  to 
eligibility  of  relocation  payments,  in¬ 
cluding  all  claims,  receipted  bills  or  other 
documentation  in  support  of  a  claim,  and 
records  pertaining  to  action  on  a  claim, 
shall  be  retained  by  the  Agency  for  not 
less  than  3  years  after  the  completion 
of  the  urban  renewal  project  or  the  other 
Federally  assisted  activities. 

§  S00.103  Fixed  reloealion  payments  to 
individuals  and  families, 

(a)  Schedule  of  fixed  payments.  An 
Agency  intending  to  pay  fixed  amounts 
in  lieu  of  payments  for  reasonable  and 
necessary  moving  expenses  and  actual 
direct  loss  of  property  of  eligible  indi¬ 
viduals  and  families  shall  prepare  a 
schedule  of  the  fixed  amounts  which  it 
proposes  to  pay.  The  schedule  shall  con¬ 
tain  a  statement  indicating  that  the 
Agency  intends  to  permit  eligible  indi¬ 
viduals  and  families  to  claim  reimburse¬ 


ment  for  their  actual  moving  expenses 
and  actual  direct  loss  of  property. 

(b)  Schedule  provisions.  (1)  A  pro¬ 
posed  schedule  of  fixed  pasmaents  to  eli¬ 
gible  individuals  and  families  owning 
furniture  shall  provide  for  a  graduated 
scale  of  payments  related  to  the  number 
of  all  rooms  occupied  by  the  claimant  ex¬ 
cept  bathrooms,  hallways,  and  closets, 
which  payments  shall  not  exceed  the 
lowest  normal  charge  for  carting  ex¬ 
penses  for  the  average  time  required  to 
move  personal  effects:  Provided,  That  in 
any  event  the  payments  shall  not  exceed 
the  maximum  reimbursment  to  eligible 
individuals  or  families  provided  in  the 
regulations  in  this  subpart. 

(2)  Fixed  payments  to  eligible  indi¬ 
viduals  or  families  not  owning  furniture 
shall  not  exceed:  (i)  $5  for  any  individ¬ 
ual,  (11)  $10  for  any  family. 

(c)  Administration  of  fixed  payments. 
Eligible  Individuals  or  families  may  be 
paid  the  amount  provided  in  the  schedule 
of  fixed  payments  approved  by  HUD 
upon  receipt  of  a  properly  completed 
claim.  A  fixed  payment  shall  be  in  full 
settlement  for  the  claimant’s  moving  ex¬ 
pense  and  any  actual  direct  loss  of  prop¬ 
erty.  If  the  joint  occupants  of  a  single 
dwelling  unit  at  the  project  site  move  to 
two  or  more  locations  and  consequently 
submit  more  than  One  claim,  an  eligible 
claimant  for  a  fixed  payment  may  be 
paid  only  his  reasonable  prorated  share 
(as  determined  by  the  Agency)  of  the 
total  fixed  payment  applicable  to  such 
dwelling  unit,  and  the  total  of  fixed 
payments  made  to  all  such  claimants 
moving  from  such  dwelling  unit  shall  not 
exceed  the  total  fixed  payment  applicable 
to  such  dwelling  unit. 

§  500.106  Determining  moving  expenses 
of  business  eoneem. 

(a)  Submission  of  bids  prior  to  mov¬ 
ing  date.  No  claim  for  a  relocation  pay¬ 
ment  for  moving  expenses  in  excess  of 
$500  shall  be  allowed  for  costs  Incurred 
by  a  business  concern  on  or  after  April  1, 
1965,  unless  the  concern  has  submitted  to 
the  Agency,  at  least  15  days  prior  to 
the  commencement  of  the  move,  a  bid 
from  three  reputable  firms  covering  the 
moving  costs  involved.  Whenever  it  is 
not  feasible  to  obtain  three  bids  for  any 
category  of  work,  a  lesser  number  of  bids 
shall  be  submitted,  together  with  a  writ¬ 
ten  justification  by  the  concern:  and  no 
relocation  payment  shall  be  allowed  in 
such  cases  xmless  the  Agency  has  ap¬ 
proved  the  justification.  The  Agency, 
with  HUD  concurrence,  may  waive  any 
requirement  of  this  paragraph  (a)  for 
good  cause. 

(b)  Payment  not  to  exceed  low  bid. 
Payment  to  a  business  concern  for  mov¬ 
ing  expenses  shall  not  exceed  the  amount 
of  the  low  bid  submitted  in  accordance 
with  paragraph  (a)  of  this  section  unless 
the  bid  requirement  has  been  waived  in 
accordance  with  paragraph  (q)  of  this 
section. 

§  .500.107  Dolermining  uvliial  direct  lo>s 
of  properly. 

(a)  The  amount  of  actual  direct  loss 
of  any  item  of  property  claimed  shall  be 
determined  as  follows: 


( 1 )  The  fair  market  value  of  the  prop¬ 
erty  for  continued  use  at  its  location  prior 
to  the  displacement  shall  be  ascertained 
by  the  claimant  by  an  appraisal  satisfac¬ 
tory  to  the  Agency,  except  as  provided 
in  subparagraph  (2)  of  this  paragraph. 

(2)  If  the  value  of  the  property  for 
which  actual  direct  loss  is  claimed  does 
not  warrant  the  expenses  of  an  appraisal 
then  Its  fair  market  value  for  such  con¬ 
tinued  use  shall  be  computed  as  follows: 
The  original  cost  of  the  item  to  the 
claimant  (exclusive  of  installation  cost) , 
multiplied  by  the  figure  obtained  by  di¬ 
viding  the  period  of  the  remaining  useful 
life  of  the  property  at  the  date  of  re¬ 
moval,  by  the  period  of  the  normal  useful 
life  of  the  property  at  the  date  of  Its 
acquisition  by  the  claimant. 

(3)  The  property  shall  be  disposed  of 
by  a  bona  fide  sale  (as  determined  by  the 
Agency)  at  the  highest  price  offered 
after  reasonable  efforts  have  been  made 
over  a  reasonable  period  of  tine  to  In¬ 
terest  prospective  purchasers.  A  trade- 
in  of  the  property  may  be  considered  a 
bona  fide  sale,  and  the  trade-in  allow¬ 
ance,  exclusive  of  any  amount  of  discount 
that  would  be  allowed  on  the  price  of  the 
property  being  acquired  in  the  absence  of 
the  trade-in,  shall  be  deemed  the  amount 
realized  upon  the  sale  of  the  property, 

(4)  If  the  amount  realized  from  the 
sale,  after  deducting  ordinary  and  rea¬ 
sonable  expenses  of  the  sale,  is  less  than 
the  fair  market  value  for  such  continued 
use,  the  difference  between  the  net 
amount  realized  and  the  fair  market 
value  is  the  amount  of  actual  direct  loss 
of  the  property.  Expenses  of  sale  Include 
such  items  as  sale  commissions,  auc¬ 
tioneer’s  fees,  advertising  costs,  and  sim¬ 
ilar  charges. 

(b)  If  a  bona  fide  sale  is  not  effected 
because  no  offer  is  received  for  the  prop¬ 
erty,  after  reasonable  efforts  have  been 
made  over  a  reasonable  period  of  time 
to  sell  it,  then  its  fair  market  value  for 
continued  use,  ascertained  as  provided  in 
this  section,  is  the  amount  of  actual  di¬ 
rect  loss  of  the  property. 

(c)  Cost  of  appraisals:  The  cost  of  ap¬ 
praisals  to  determine  actual  direct  loss 
of  property,  if  made  by  or  in  behalf  of 
the  claimant,  is  not  allowable  as  part  of 
a  claim. 

§  500.108  Filing  of  cluims. 

(a)  Form  of  claim.  To  obtain  a  relo¬ 
cation  payment,  a  site  occupant  shall 
file  a  written  claim  with  the  Agency 
on  the  appropriate  HUD  forms. 

(b)  Documentation  in  support  of 
claim.  A  claim  shall  be  supported  by  the 
following : 

(1)  If  for  moving  expenses,  except  in 
the  case  of  a  fixed  payment,  a  receipted 
bill  or  other  evidence  of  such  expenses. 
By  prearrangement  between  the  Agency, 
the  site  occupant,  and  the  mover,  con¬ 
firmed  in  writing  by  the  Agency,  the 
claimant  may  present  an  unpaid  moving 
bill  to  the  Agency,  and  the  Agency  may 
pay  the  mover  directly. 

(2)  If  for  actual  direct  loss  of  prop¬ 
erty,  written  evidence  thereof,  which 
may  Include  appraisals,  certified  prices, 
copies  of  bills  of  sale,  receipts,  canceled 
checks,  copies  of  advertisements,  offers 
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to  sell,  auction  records,  and  such  other 
records  as  may  be  appropriate  to  support 
the  claim. 

(3)  In  any  other  case,  such  documen¬ 
tation  as  may  be  required  by  the  Agency, 
which  may  Include  Income  tax  returns, 
withholding  or  Informational  statements, 
and  proof  of  age. 

(c)  Time  for  filing  claims.  A  claim  for 
moving  expenses,  actual  direct  loss  of 
property,  or  a  small  business  displace¬ 
ment  payment  shall  be  submitted  to  the 
Agency  within  a  period  of  6  months  after 
the  displacement  of  the  claimant.  A 
claim  for  settlement  costs  shall  be  sub¬ 
mitted  within  6  months  after  the  costs 
have  been  incui-red.  A  claim  for  a  reloca¬ 
tion  adjustment  payment  or  for  an  addi¬ 
tional  relocation  payment  shall  be  sub¬ 
mitted  within  a  period  of  60  days  after 
the  displacement  of  the  claimant.  A  claim 
for  a  replacement  housing  payment  shall 
be  submitted  within  18  months  after  the 
displacement  of  the  claimant. 

(1)  Displacement  prior  to  January  13, 
1965.  Notwithstanding  the  first  two 
sentences  of  the  Introductory  text  of  this 
paragraph  (c),  a  claim  for  relocation 
adjustment  pairment  or  for  a  small  busi¬ 
ness  displacement  payment  by  a  claimant 
displaced  from  an  urban  renewal  area 
on  or  after  January  27, 1964,  and  prior  to 
January  13,  1965,  shall  be  submitted 
within  a  period  of  60  days  of  the  last 
published  or  other  notice  by  the  LPA  of 
the  availability  of  such  payments. 

(2)  Waivers.  The  time  limitations  In 
this  paragraph  (c)  may  be  waived  by  the 
Agency  for  good  caiise,  with  HUD  con¬ 
currence,  In  the  case  of  a  claimant  dis¬ 
placed  on  or  after  January  27, 1964. 

§  500.109  IJniitalions  on  amoiinl  of  rc- 
loration  payments. 

(a)  Moving  expenses  and  loss  of  prop~ 
erty — (1)  Maximum  amount — individ¬ 
uals  or  families.  The  maximum  reloca¬ 
tion  payment  that  may  be  made  or 
recognized  for  moving  expenses  and  ac¬ 
tual  direct  loss  of  property,  for  which 
reimbursement  or  compensation  Is  not 
otherwise  made,  to  an  Individual  or 
family  shall  not  exceed  $100  with  respect 
to  moving  expenses  Incurred  and  actual 
direct  loss  of  property  suffered  prior  to 
September  23,  1959,  and  $200  with  re¬ 
spect  to  such  expenses  Incurred  and  loss 
suffered  on  or  after  September  23,  1959. 
The  maximum  relocation  pasmient  that 
may  be  made  or  recognized  for  moving 
expenses  and  actual  direct  loss  of  prop¬ 
erty,  for  which  relmbqrsement  or  com¬ 
pensation  Is  not  otherwise  made,  to  two 
or  more  unrelated  Individuals  occupying 
the  same  dwelling  unit  shall  not  exceed 
$200. 

(2)  Maximum  amount — business  con¬ 
cerns.  The  maximum  relocation  pay¬ 
ment  that  may  be  made  or  recognlz^  In 
the  case  of  a  business  concern  for  mov¬ 
ing  expenses  and  actual  direct  loss  of 
property,  for  which  reimbursement  or 
compensation  Is  not  otherwise  made, 
shall  not  exceed  $2,000  with  respect  to 
moving  expenses  Incurred  or  direct  loss 
of  property  suffered  prior  to  July  12, 
1957,  or  $2,500  with  respect  to  moving 
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expenses  Incurred  or  direct  loss  of  prop¬ 
erty  suffered  between  July  12,  1957,  and 
September  22,  1959,  both  dates  inclusive, 
or  $3,000  with  respect  to  moving  expenses 
Incurred  or  direct  loss  of  property  suf¬ 
fered  on  or  after  September  23,  1959.  If 
the  total  of  the  actual  moving  expenses 
Incurred  on  or  after  June  30,  1961,  and 
prior  to  October  2,  1962,  Is  greater  than 
$3,000,  the  maximum  relocation  pasnnent 
that  may  be  made  or  recognized  In  the 
case  of  a  business  concern,  for  which  re¬ 
imbursement  or  compensation  Is  not 
otherwise  made,  shall  be  the  total  of 
such  actual  moving  expenses.  If  the 
total  of  the  actual  moving  expenses  In¬ 
curred  on  or  after  October  2,  1962,  and 
prior  to  August  12,  1965,  is  greater  than 
$3,000,  the  maximum  relocation  payment 
that  may  be  made  or  recognized  In  the 
case  of  a  business  concern,  for  which  re¬ 
imbursement  or  compensation  Is  not 
otherwise  made,  shall  be  the  total  of 
such  actual  mo\^g  expenses  or  $25,000, 
whichever  Is  less.  If  the  total  of  the  ac¬ 
tual  moving  expenses  incurred  on  or  af¬ 
ter  August  12,  1965,  Is  greater  than 
$3,000,  the  maxlmiun  relocation  pasrment 
that  may  be  made  or  recognized  In  the 
case  of  a  business  concern,  for  which  re¬ 
imbursement  or  compensation  Is  not 
otherwise  made,  shall  be  the  sum  of : 

(I)  The  total  actual  moving  expenses 
or  $25,000,  wlilchever  Is  less;  and 

(II)  In  the  case  of  projects  on  a  two- 
thirds  capital  grant  basis,  two-thirds  of 
the  actual  moving  expenses  In  excess  of 
$25,000:  Provided,  That  the  Department 
makes  a  cash  payment  to  the  business 
concern  out  of  local  funds  In  an  amount 
equal  to  one-third  of  the  actual  moving 
expenses  in  excess  of  $25,000,  which  pay¬ 
ment  shall  not  constitute  a  local  grant- 
In-ald  to  the  urban  renewal  project  or 
any  portion  of  the  local  share  of  the 
cost  of  the  Federally  assisted  activities 
required  by  Title  I ;  or 

(III)  Inthecaseof  projects  on  a  three- 
fourths  capital  grant  basis,  three-fourths 
of  the  actual  moving  expenses  In  excess 
of  $25,000:  Provided,  That  the  Agency 
makes  a  cash  payment  to  the  business 
concern  out  of  local  fimds  In  an  amount 
equal  to  one-fourth  of  the  actual  mov¬ 
ing  expenses  In  excess  of  $25,000,  which 
payment  shall  not  constitute  a  local 
grant-ln-ald  to  the  urban  renewal  proj¬ 
ect  or  any  portion  of  the  local  share  of 
the  cost  of  the  Federally  assisted  activi¬ 
ties  reqtilred  by  Title  L 

(3)  Maximum  moving  distance.  If  a 
business  concern  moves  beyond  100  miles 
from  the  boundary  of  the  city,  town,  or 
village,  as  the  case  may  be.  In  which 
the  Federally  assisted  activities  are  car¬ 
ried  out,  a  relocation  payment  for  Its 
moving  expenses  may  not  be  made  In 
excess  of  the  reasonable  and  necessary 
expenses  for  moving  such  distance  of  100 
miles. 

(b)  Small  business  displacement  pay¬ 
ment;  relocation  adjustment  pay¬ 
ment;  additional  relocation  payment 
and  replacement  housing  payment. 
A  small  business  displacement  payment 
shall  be  $1,500  for  bukness  concerns  dis¬ 
placed  prior  to  August  10.  1965,  and 
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$2,500  for  business  concerns  displaced  on 
or  after  August  10,  1965. 

(2)  Maximum  amount — relocation  ad¬ 
justment.  The  total  relocation  adjust¬ 
ment  payment  that  may  be  made  for  a 
family  or  elderly  Individual  shall  be  an 
amount  not  to  exceed  $500  which,  when 
added  to  20  percent  of  the  annual  Income 
of  the  family  or  Individual  at  the  time 
of  displacement,  equals  the  average  an¬ 
nual  gross  rental  required  for  a  decent, 
safe,  and  sanitary  dwelling  of  modest 
standards  adequate  In  size  to  accommo¬ 
date  the  family  or  Individual  (In  the  area 
In  which  the  Federally  assisted  activities 
are  carried  out  or  In  other  areas  not  gen¬ 
erally  less  desirable  In  regard  to  public 
utilities  and  public  and  commercial 
facilities) ,  as  determined  by  the  Agency. 

(3)  Maximum  amount — additional  re¬ 
location  payment.  The  total  additional 
relocation  payment  that  may  be  made  to 
a  family  or  elderly  or  handicapped  in¬ 
dividual  shall  consist  of  monthly  pay¬ 
ments  over  a  period  not  to  exceed  24 
months  and  shall  be  paid  In  an  amount 
(not  to  exceed  $500  in  the  first  12  months 
and  not  to  exceed  $500  In  the  second  12 
months)  which,  when  added  to  20  per¬ 
cent  of  the  annual  income  of  the  family 
or  Individual  at  the  time  of  displacement, 
shall  be  equal  to  the  average  annual  gross 
rental  required  at  such  time  to  secure  a 
decent,  safe,  and  sanitary  dwelling  of 
modest  standards  adequate  in  size  to  ac¬ 
commodate  the  family  or  Individual  (In 
the  area  in  which  the  federally  assisted 
activities  are  carried  out  or  in  other  areas 
not  generally  less  desirable  in  regard  to 
public  utilities  and  commercial  facili¬ 
ties)  ,  as  determined  by  the  Agency. 

(4)  Maximum  amount — replacement 
housing  payment.  The  total  replacement 
housing  payment  that  may  be  made  for 
a  family  or  Individual  ell^ble  for  a  re¬ 
placement  housing  payment  tmder 
§  500.103c(c)  of  the  regulations  in  this 
subpart  shall  be  an  amoimt  not  to  exceed 
$5,000,  which,  when  added  to  the  acquisi¬ 
tion  payment,  shall  be  equal  to  the  aver¬ 
age  price  required  for  purchase  of  a  de¬ 
cent,  safe,  and  sanitary  dwelling  of 
modest  standards  adequate  in  size  to  ac¬ 
commodate  the  displaced  owner,  which  la 
reasonably  accessible  to  public  services 
and  places  of  employment,  and  which  Is 
available  on  the  private  market. 

§  .500.110  Determination*  in  eonJemna- 
tion  prvM'oedings. 

Notwithstanding  any  other  provision 
of  the  regulations  In  this  subpart,  when 
property  is  acquired  by  proceedings  In 
condenmation,  and  the  amount  of  the 
judgment  includes  an  allowance  for  any 
of  the  expenses  included  within  the  defi¬ 
nition  of  relocation  payment  in  §  500.101 
(p)  of  this  subpart,  the  portion  of  the 
judgment  representing  compensation 
for  these  expenses.  If  separately  stated, 
shall  be  entitled  to  recognition  as  a  relo¬ 
cation  payment  in  an  amoimt  not  to 
exceed  the  applicable  dollar  limitations 
of  S  500.109:  Provided,  That  the  allow¬ 
ance  for  actual  direct  loss  of  property 
makes  no  compensation  for  loss  of  good¬ 
will  or  profit. 
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SUBCHAPTER  B — OPEN-SPACE  LAND 

PART  540— OPEN-SPACE  LAND 

Subparl  A — Relocation  Payments 
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540.100  Statement  of  applicable  law. 

540.101  Definitions. 

540.102  Relocation  payments  by  the  Agency. 

540.103  Eligibility  conditions — moving  ex¬ 

penses,  actual  direct  loss  of  prop¬ 
erty,  and  settlement  costs. 

640.104  Eligibility  conditions — small  busi¬ 

ness  displacement  payment. 

540.105  Eligibility — relocation  adjustment 

payment;  additional  relocation 
payment:  replacement  bousing 
payment. 

540.106  Vacation  of  real  property  within  18 

months  after  acquisition  by 
Agency. 

540.107  Notice  of  Intention  to  move. 

540.108  Administration  of  relocation  pay¬ 

ments. 

540.109  Fixed  relocation  payments  to  Indi¬ 

viduals  and  families  for  moving 
expenses. 

640.110  Determining  moving  expenses  of 

business  concern. 

540.111  Determining  actual  direct  loss  of 

property. 

540.112  Piling  of  claims. 

540.113  Limitation  on  amount  of  relocation 

payments. 

540.114  Determinations  in  condemnation 

proceedings. 

Subpart  B— The  Legacy  of  Parks  Program 

540.201  Objectives. 

540.202  Scope. 

540.203  The  program  and  low  and  moderate 

Income  housing. 

540.204  Coordination  with  other  HUD  pro¬ 

grams. 

540.205  Citizen  participation. 

540.206  Public  control  and  use. 

540.207  Applicants. 

540.208  Project  location  criteria. 

540.209  Local  share. 

540.210  Planning  requirements. 

540.211  Coordination  requirements. 

540.212  Historic  preservation. 

540.213  Relocation  policies  and  require¬ 

ments. 

540.214  (Reserved) 

540.215  Civil  rights  provisions. 

540.216  Equal  employment  opportunity  re¬ 

quirements. 

540.217  Federal  labor  standards  and  (x>n- 

tracrting  requirements. 

540.218  Political  activity  of  public  body 

personnel. 

540.219  Continuing  maintenance  program 

for  assisted  projects. 

540.220  Environmental  Impact  statement. 

540.221  Land  adjacent  to  school  sites. 

540.222  Land  l<x:ated  In  fl<x>d  plain. 

540.223  Sanitary  landfill  treatment. 

540.224  Disaster  Relief  Act  of  1970  (Public 

Law  91-606) . 

540.225  Properties  on  the  National  Register. 

540.226  Acquisition  and  clearance. 

540.227  Timing  of  acquisition. 

540.228  Completion  of  acquisition. 

540.229  Eligible  acquisition  costs. 

540.230  Land  acquisition  policies  and  re¬ 

quirements. 

540.231  Terms  and  conditions  of  acquisition. 

540.232  Determining  fair  market  value. 

540.233  Property  of  local  government  or  cer¬ 

tain  officials. 

510.234  Value  of  public  property. 

540.235  Acquisition  of  structures. 

540.236  Mortgage  or  deed  of  trust. 

540.237  Acquisition  of  less  than  fee  interest. 

540.238  Deed  restriction:  recordation. 

540.239  EHlgible  development  costs. 


•Sec. 

540.240  Timing  of  development  activities. 

540.241  Development  and  restoration  plan¬ 

ning. 

540.242  Park  development. 

540.243  Environmental  Improvements. 

540.244  Underground  placement  of  utility 

distribution  systems. 

540.245  Eligible  historic  preservation  activi¬ 

ties. 

540.246  Project  selection  system. 

540.247  Submission  and  processing  require¬ 

ments. 

540.248  Financial  requirements,  restrictions, 

and  Information. 

540.249  Project  approval. 

540.250  Transfers,  conversions,  interim  uses. 

540.251  Waivers. 

Authority:  The  provisions  of  this  Part 
540  issued  under  sec.  7(d),  79  Stat.  670,  42 
U.S.C.  3535;  sec.  401,  84  Stat.  1781;  42  U.S.C. 
1500. 

Subpart  A — Relocation  Payments 

§  51-0.100  Stiitenient  of  applicable  law. 

Section  404(a)  of  the  Housing  and 
Urban  Development  Act  of  1965, 42  U.S.C. 
3074(a),  provides  that  financial  assist¬ 
ance  extended  to  any  applicant  imder 
the  Open -Space  Land  Program  under 
title  VII  of  the  Housing  Act  of  1961,  as 
amended,  42  U.S.C,  1500,  may  include 
grants  for  relocation  payments  made  on 
such  terms  and  conditions  Euid  subject 
to  such  limitations  as  are  set  forth  In 
sections  114  (b).  (c),  and  (d)  of  the 
Housing  Act  of  1949,  as  amended,  42 
U.S.C.  1465  (b),  (c),  and  (d).  Section 
516  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968,  42  U.S.C.  1465(c), 
amends  section  114(c)  by  expanding  the 
relocation  payments  provisions  applica¬ 
ble  to  the  programs  of  the  Department 
of  Housing  and  Urban  Development. 

§  540.101  Definitions. 

For  the  purpose  of  the  regulations  In 
this  subpart,  the  following  terms  shall 
mean; 

(a)  Actual  direct  loss  of  proverty. 
Actual  loss  in  the  value  of  the  property 
(exclusive  of  goods  or  other  Inventory 
kept  for  sale)  sustained  by  the  claimEuit 
by  reason  of  the  disposition  or  abandon¬ 
ment  of  the  property  resulting  from  the 
claimant’s  displacement.  A  loss  result¬ 
ing  from  damage  to  the  property  while 
being  moved  is  not  included. 

(b)  Acquisition.  The  obtaining  by  the 
Agency  of  title  to,  or  the  right  to  posses¬ 
sion  of,  real  property. 

(c)  Agency.  A  public  body  authorized 
to  acqiiire  real  property  in  the  locality 
for  open-space  use. 

(d)  Base  period.  The  2  tax  years  im¬ 
mediately  preceding  displacement  (or,  if 
the  business  concern  is  not  in  business 
that  long,  such  other  period  as  may  be 
approved  by  HUD) :  Provided,  That  if  a 
business  concern  does  not  qualify  as  a 
small  business  concern  under  paragraph 
(r)  (2)  of  this  section  based  upon  the  2 
tax  years  immediately  preceding  dis¬ 
placement  and  the  Agency  finds  that  its 
business  activity  during  such  period  was 
not  representative,  the  base  period  shall 
be  the  third  and  fourth  tax  years  im¬ 
mediately  preceding  displacement. 

(e)  Business  concern.  A  corporation, 
partnership,  individual,  or  other  private 


entity,  including  a  nonprofit  organiza¬ 
tion,  engaged  in  some  type  of  business 
(Including  farming),  professional,  or 
institutional  activity  necessitating  fix¬ 
tures,  equipment,  stock  in  trade,  or  other 
tangible  property  (Including  livestock) 
for  the  carrying  on  of  the  business, 
profession,  or  institution. 

(f)  Claimant.  An  individual,  family, 
or  business  concern,  as  defined  in  this 
section;  or,  in  the  case  of  a  claim  for  a 
relocation  payment  for  settlement  costs, 
an  owner  (or  joint  owners) ,  other  than  a 
public  entity,  of  real  property,  or  Interest 
therein,  transferred  to  the  Agency. 

(g)  Family.  Two  or  more  persons  re¬ 
lated  by  blood,  marriage,  or  adoption, 
who  are  living  together  in  a  single  dwell¬ 
ing  unit. 

(h)  Federal  Grant  Contract.  A  con¬ 
tract  between  the  Federal  Government 
and  the  Agency  under  title  vn  of  the 
Housing  Act  of  1961,  as  amended,  42 
U.S.C.  1500,  for  a  grant  by  the  Federal 
Government  for  the  acquisition  of  real 
property  for  open-space  use. 

(i)  HUD.  (1)  Prior  to  November  9, 
1965,  the  Housing  and  Home  Finance 
Administrator;  or  (2)  on  and  after  No¬ 
vember  9,  1965,  the  Housing  and  Home 
Finance  Administrator  in  the  Depart¬ 
ment  of  Housing  and  Urban  Development 
pending  appointment  of  the  Secretary 
of  Housing  and  Urban  Development,  and 
thereafter  the  Secretary  of  Housing  and 
Urban  Development;  or  (3)  an  employee 
duly  authorized  to  perform  the  func¬ 
tions  of  such  Administrator  or  Secretary. 

(j)  Individual.  A  person  who  is  not 
a  member  of  a  family.  An  elderly  indi¬ 
vidual  is  an  individual  62  years  of  age 
or  over  at  the  time  of  displacement.  A 
handicapped  individual  is  an  individual 
who  has  a  physical  impairment  which  is 
expected  to  be  of  long-continued  and 
indefinite  duration  and  which  substan¬ 
tially  impedes  his  ability  to  live  inde¬ 
pendently. 

(k)  Moving  expenses — (1)  Individuals 
and  families.  Costs  of  packing,  storing 
(for  a  period  of  1  year  or  less) ,  carting, 
and  insuring  of  property  and  incidental 
costs  of  disconnecting  and  reconnecting 
household  appliances. 

(2)  Business  concerns.  Costs  of  dis¬ 
mantling,  crating,  storing  (for  a  period 
of  1  year  or  less) ,  transporting.  Insuring, 
reassembling,  reconnecting,  and  rein¬ 
stalling  of  property  (including  livestock 
and  goods  or  other  Inventory  kept  for 
sale) ,  exclusive  of  the  cost  of  any  addi¬ 
tions,  improvements,  alterations,  or 
other  physical  changes  in  or  to  any 
structure  in  connection  with  effecting 
such  reassembly,  reconnection,  or 
reinstallation. 

(l)  Project.  Undertakings  and  ac¬ 
tivities  of  any  Agency  in  connection  with 
the  acquisition  of  real  property  for  open- 
space  use. 

(m)  Project  area.  The  area  acquired 
by  the  Agency,  the  acquisition  of  which 
is  assisted  under  a  Federal  Grant  Con¬ 
tract. 

(n)  Property.  Tangible  personal 
property,  excluding  fixtures,  equipment, 
and  other  property  which  under  State 
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or  local  law  axe  considered  real  prop¬ 
erty,  but  including  such  items  of  real 
property  as  the  site  occupant  may  law¬ 
fully  remove. 

(o)  Real  property:  Acquisition  of: 
transfer  of  title  to.  References  to  the 
acquisition  of  real  property  or  to  the 
transfer  of  title  to  real  property  or  simi¬ 
lar  references  are  references  to  a  fee 
simple  title  or  lesser  interest. 

(p)  Relocation  payment.  A  payment 
by  an  Agency: 

(1)  To  an  individual  or  family,  for 
reasonable  and  necessary  moving  ex¬ 
penses  and  any  actual  direct  loss  of 
property  (for  which  reimbursement  or 
compensation  is  not  otherwise  made) ; 

(2)  To  a  business  concern,  for  its  rea¬ 
sonable  and  necessary  moving  expenses 
and  any  actual  direct  loss  of  property 
except  goodwill  or  profit  (for  which  re¬ 
imbursement  or  compensation  is  not 
otherwise  made) ; 

(3)  To  a  small  business  concern,  for 
Its  displacement  (small  business  dis¬ 
placement  payment) ; 

(4)  To  or  on  behalf  of  a  family  or 
elderly  individual  for  relocation  adjust¬ 
ment  prior  to  August  1,  1968  (relocation 
adjustment  pasment) ;  or  to  or  on  behalf 
of  a  family  or  elderly  or  handicapped 
individual  on  or  after  August  1,  1968 
(additional  relocation  payment). 

(5)  To  an  individual,  family,  or  busi¬ 
ness  concern  for  settlement  costs  (for 
which  reimbursement  or  compensation 
is  not  otherwise  made) . 

(6)  To  a  family  or  individual  to  assist 
an  owner-occupant  of  a  one-  or  two- 
family  dwelling  in  the  purchase  and  oc¬ 
cupancy  of  a  replacement  dwelling  on 
or  after  August  1,  1968  (replacement 
housing  payment) . 

(q)  Settlement  costs.  (1)  Recording 
fees,  transfer  taxes,  and  similar  expenses 
Incidental  to  convesdng  real  property  to 
the  Agency; 

(2)  Penalty  costs  for  prepayment  of 
any  mortgage  encumbering  such  real 
property;  and 

(3)  The  pro  rata  portion  of  real 
property  taxes  and  public  service  charges 
allocable  to  a  period  subsequent  to  the 
date  of  vesting  of  title,  or  the  effective 
date  of  the  acquisition  of  such  real 
property  by  the  Agency,  whichever  is 
earlier. 

(r)  Small  business  concern.  A  busi¬ 
ness  concern  (other  than  a  nonprofit 
organization)  which  during  the  base 
period  had: 

(1)  Average  annual  net  earnings  be¬ 
fore  income  taxes  of  less  than  $10,000; 
and 

(2)  In  the  case  of  displacements  prior 
to  June  15,  1966,  average  annual  gross 
receipts  or  sales  in  excess  of  $1,500;  or, 
in  the  case  of  displacements  on  and  after 
June  15,  1966,  average  annual  gross  re¬ 
ceipts  or  sales  in  excess  of  $1,500  together 
with  average  annual  net  earnings  before 
income  taxes  in  excess  of  $500,  or  average 
annual  gross  receipts  or  sales  in  excess  of 
$2,500. 

Earnings  for  the  purpose  of  this  para¬ 
graph  (r)  include  salaries,  wages,  or 
other  compensation  received  by  an  owner 
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of  the  concern  or  any  member  of  his 
household  related  to  him.  The  term 
“owner”  as  used  in  the  previous  sent^ce 
includes  the  sole  proprietor  in  a  sole 
proprietorship,  the  principal  partners  in 
a  partnership,  and  the  principal  stock¬ 
holders  of  a  corporation,  as  determined 
by  HUD. 

(s)  Title  VII.  Title  VH  of  the  Hous¬ 
ing  Act  of  1961,  as  amended,  42  U.S.C. 
1500. 

§  5 10.102  llelufiiliun  puyiiit'ul!«  by  llic 
Agency. 

The  Agency  shall  make  relocation  pay¬ 
ments  to  or  on  behalf  of  eligible  claim¬ 
ants  in  accordance  with  and  to  the  full 
extent  permitted  by  the  regulations  in 
this  subpart:  Provided.  That  for  each 
Federal  Grant  Contract  the  Agency  may 
elect  whether  to  make  payments  for 
moving  expenses  in  excess  of  $25,000  in 
accordance  with  §  540.113(a)  (2) .  Reloca¬ 
tion  payments  made  in  accordance  with 
the  regulations  in  this  subpart  and  pur¬ 
suant  to  a  Federal  Grant  Contract  are 
reimbursable  in  full  to  the  Agency  as  a 
Title  vn  grant. 

§  .>10.10.3  Eligibility  conditions — mov¬ 
ing  expenses,  actual  dire4't  loss  of 
property,  and  settlement  costs. 

(a)  Moving  expenses  and  actual  di¬ 
rect  property  loss.  A  claimant  is  deemed 
displaced  by  the  acquisition  of  real 
property  for  open-space  use  and  is  eligi¬ 
ble  for  a  relocation  payment  for  moving 
expenses  and  actual  direct  loss  of 
property  if : 

(1)  The  acquisition  of  real  property 
nece.ssitates  vacation  of  such  property  by 
the  claimant  on  or  after  March  4,  1965; 
and 

(2)  (1)  The  claimant  is  an  occupant  of 
the  real  property  on  the  date  of  execu¬ 
tion  of  a  Federal  Grant  Contract  author¬ 
izing  the  acquisition  of  the  real  prop¬ 
erty  or,  if  HUD  concurrence  is  given 
for  the  acquisition  of  the  real  property 
prior  to  its  approval  of  a  Federal  Grant 
Contract,  the  date  of  such  HUD  con¬ 
currence  (provided  that  in  the  latter 
case  a  Federal  Grant  Contract  for  the 
project  is  thereafter  executed),  regard¬ 
less  of  when  or  if  such  acquisition  takes 
place,  or  (ii)  the  claimant  is  an  occu¬ 
pant  of  the  real  property  at  the  time  of 
its  acquisition. 

(b)  Moving  expenses — outdoor  ad¬ 
vertising  display.  Notwithstanding  the 
•fact  that  a  business  concern  may  not  be 
doing  business  in  the  project  area,  and 
subject  to  all  other  eligibility  require¬ 
ments  of  paragraph  (a)  of  this  section, 
a  business  concern  shall  be  entitled  to  a 
relocation  payment  for  moving  expenses 
with  respect  to  its  outdoor  advertising 
displays  required  in  the  deteimination 
of  the  Agency  to  be  removed  from  the 
project  area. 

(c)  Settlement  costs.  A  claimant  is 
deemed  displaced  by  the  acquisition  of 
real  property  for  open-space  use  and 
is  eligible  for  a  relocation  payment  for 
settlement  costs  if  (1)  he  is  the  owner 
of  the  real  property  on  or  after  August 
10,  1965,  and  at  the  time  of  the  transfer 
of  title  to  the  Agency,  and  (2)  if  the 
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transfer  of  title  to  the  real  property 
occurs  on  or  after  the  date  of  execution 
of  a  Federal  Grant  Contract  authorizing 
the  acquisition  of  the  real  property,  or 
if  HUD  concurrence  is  given  for  the  ac¬ 
quisition  of  the  real  property  prior  to 
its  approval  of  a  Federal  Grant  Con- 
tract,  on  or  after  the  date  of  such  HUD 
concurrence:  Provided,  That  a  Federal 
Grant  Contract  for  the  project  is  there¬ 
after  executed. 

(d)  Temporary  moves  within  project 
area.  No  relocation  payment  shall  be 
made  for  a  temporary  move  within  the 
project  area. 

§510.101  Eligibility  t'oiiililioiiS'^Kmall 
business  displacement  payment. 

A  small  business  concern  which  satis¬ 
fies  the  eligibility  conditions  of  §  540.103 

(a)  governing  moving  expenses  and  ac¬ 
tual  direct  loss  of  property  is  eligible  for 
a  small  business  displacement  payment 
if  the  concern : 

(a)  Is  not  a  part  of  an  enterprise  hav¬ 
ing  two  or  more  establishments  outside 
the  project  area; 

(b)  Has  filed  with  the  Internal  Reve¬ 
nue  Service  Income  tax  returns  for  the 
base  period;  or  has  furnished  such  other 
evidence  of  earnings  as  may  be  approved 
by  HUD;  and 

(c)  Was  doing  business  in  the  real 
property  on  the  date  of  the  approval  by 
the  Agency  of  an  application  for  an 
open-space  grant  under  Title  VH. 

§  .510.10.5  Eligibility— rcloculion  adjust, 
ment  payment;  additional  relocation 
payment;  replacement  housing  pay¬ 
ment. 

(a)  Relocation  adjustment  payment. 
A  family  or  elderly  individual  who  satis¬ 
fies  the  eligibility  conditions  of  5  540.103 
(a),  governing  eligibility  for  a  relocation 
payment  for  moving  expenses  and  actual 
direct  loss  of  property,  prior  to  August  1, 
1968,  is  eligible  for  a  relocation  adjust¬ 
ment  payment  if  the  claimant: 

'  (1)  Is  unable  to  secure  a  suitable 
dwelling  unit  in  (i)  a  low-rent  housing 
project  assisted  under  the  United  States 
Housing  Act  of  1937,  as  amended,  42 
U.S.C.  1401  et  seq.  (or  a  State  or  local 
program  found  by  HUD  to  have  the  same 
general  purposes)  or  (ii)  a  dwelling  unit 
assisted  under  section  101  of  the  Housing 
and  Urban  Development  Act  of  1965,  12 
U.S.C.  1701s(a) :  and 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling, 

(b)  Additional  relocation  payment.  A 
family  or  elderly  or  handicapped  indi¬ 
vidual  who  satisfies  the  eligibility  condi¬ 
tions  of  §  540.103(a) ,  governing  eligibility 
for  a  relocation  payment  for  moving  ex¬ 
penses  and  actual  direct  loss  of  property, 
on  or  after  August  1,  1968,  Is  eligible  for 
an  additional  relocation  payment  if  the 
claimant: 

(1)  Is  unable  to  secure  a  suitable 
dwelling  imit  in  (1)  a  low-rent  housing 
project  assisted  under  the  United  States 
Housing  Act  of  1937,  as  amended,  42 
U.S.C.  1401  et  seq.  (or  a  State  or  local 
program  found  by  HUD  to  have  the  same 
general  purposes)  or  (ii)  a  dwelling  unit 
assisted  under  section  101  of  the  Housing 
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and  Urban  Development  Act  of  1965,  12 
U.S.C.  1701s(a) ;  and 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling:  Provided.  That  an 
additional  relocation  pasmient  not  to  ex¬ 
ceed  $500  in  the  first  12  months  and  $500 
in  the  second  12  months  may  be  made 
on  a  lump-sum  basis  or  other  than  a 
monthly  basis  in  cases  in  which  other 
than  monthly  payments  are  determined 
warranted  by  HUD. 

(c)  Replacement  housing  payment.  A 
family  or  individual  who  satisfies  the  eli¬ 
gibility  conditions  of  §  540.103(a)',  gov¬ 
erning  eligibility  for  a  relocation  payment 
for  moving  expenses  and  actual  direct 
loss  of  property,  on  or  after  August  1, 
1968,  is  eligible  for  a  replacement  housing 
payment  if  the  claimant: 

(1)  Is  the  owner  of  the  real  property 
acquired  for  a  project  assisted  under  title 
vn  of  the  Housing  Act  of  1961,  as 
amended,  42  U.S.C.  1500; 

(2)  Has  occupied  a  single-  or  two- 
family  dwelling  located  on  the  real  prop¬ 
erty  for  not  less  than  1  year  prior  to  the 
initiation  of  negotiations  for  the  acqui¬ 
sition  of  the  property; 

(3)  Does  not  receive  the  additional 
relocation  payment  provided  for  by 
§  540.105(b)  ; 

(4)  Purchases  and  occupies  a  replace¬ 
ment  dwelling  within  1  year  subsequent 
to  the  date  on  which  he  is  required  to 
move  from  the  dwelling  acquired  for  the 
project;  and 

(5)  Does  not  receive  a  payment  pur¬ 
suant  to  the  State  law  of  eminent  do¬ 
main  determined  by  HUD  to  have 
substantially  the  same  purpose  and  ef¬ 
fect  as  would  a  replacement  housing 
payment  and  to  be  a  part  of  the  cost  of 
the  project  for  which  Federal  financial 
assistance  is  available. 

§  540.106  Varation  of  real  properly 
within  18  nionllii<  after  aequiMtiun  by 
Agency. 

Notwithstanding  any  other  provision 
of  the  regulations  In  this  subpart,  no 
claimant  displaced  from  predominantly 
undeveloped  land  shall  be  eligible  for  any 
relocation  pe3(ment  (other  than  settle¬ 
ment  costs)  tmless  the  claimant  vacates 
the  real  property  within  18  months  (or 
such  other  period  as  the  Agency  shall, 
with  HUD  concurrence,  approve)  after 
acquisition  of  the  real  property  by  the 
Agency. 

§  510.107  Molicc  aif  iiilftilioii  lu  move. 

Except  as  provided  in  tliis  section,  no 
relocation  payment  for  moving  expenses 
or  actual  direct  loss  of  property  and  no 
small  business  displacement  payment 
shall  be  made  to  a  business  concern  un¬ 
less  (a)  the  Agency  has  received,  at  least 
30  days  but  not  earlier  than  90  days 
prior  to  the  moving  date,  written  notice 
from  the  business  concern  of  Its  inten¬ 
tion  to  move  or  dispose  of  the  property, 
which  shall  be  described  generally  In  the 
notice,  and  the  date  of  such  intended 
move  or  disposition,  and  (b)  the  busi¬ 
ness  concern  has  permitted,  at  all  rea¬ 
sonable  times,  the  inspection  by  or  on 
behalf  of  the  Agency  of  such  property 
at  the  site  from  which  the  business  con¬ 


cern  is  displaced.  For  the  purpose  of 
tliis  section,  “moving  date”  shall  mean 
the  date  on  which  the  first  item  of  prop¬ 
erty  is  intended  to  be  moved  or  dis¬ 
posed  of.  The  Agency  may  make  a  re¬ 
location  payment  notwithstanding  non- 
receipt  of  such  timely  notice  only  If  the 
Agency  has  determined  that  there  was 
reasonable  cause  for  the  failure  of  the 
business  concern  to  give  such  notice, 
and  the  Agency  has  adequately  verified 
the  facts  pertaining  to  the  move  or  dis¬ 
position  and  the  requested  relocation 
payment. 

§  540.108  Adiiiinisiralioii  of  r«'liN-:ilioii 
payments. 

(a)  Conditions  for  relocation  pay¬ 
ment.  The  Agency  (or,  if  the  Agency  is 
the  municipality,  tlie  board  or  commis¬ 
sion  responsible  for  carrying  out  the  fed¬ 
erally  assisted  activities  or,  if  there  is  no 
such  board  or  commission,  the  principal 
executive  ofiBcer  of  the  municipality) 
shall  approve  a  schedule  (Form  HUD- 
6148)  of  average  annual  gross  rentals 
for  standard  housing  in  the  locality  for 
determining  the  amount  of  relocaticm 
adjustment  payments  and  additional  re¬ 
location  payments  in  accordance  with 
§540.113  (c)  and  (d),  and  a  separate 
schedule  (Form  HUD-6155)  for  deter¬ 
mining  the  average  price  of  standard 
sales  housing  in  a  locality,  and  any  other 
conditions  imder  which  the  Agency  will 
make  relocation  pwiyments.  The  sched¬ 
ules  and  conditions  shall  be  consistent 
with  the  regulations  in  this  subpart  and 
shall  be  available  in  written  form  to 
claimants  in  the  relocation  offlee  of  the 
Agency. 

(b)  Notice  to  claimants.  The  Agency 
shall  furnish  all  claimants  who  are  antic¬ 
ipated  to  be  displaced,  with  an  informa¬ 
tional  statement  advising  the  claimant  of 
(1)  the  availability  of  relocation  pay¬ 
ments  and  (2)  the  ofBce  where  Uie  con¬ 
ditions  under  which  relocation  payments 
will  be  made  are  available  for  insp^tlon. 

(c)  Action  on  claim — finality.  The 
Agency  is  initially  responsible  for  deter¬ 
mining  the  eligibility  of  a  claim  for,  and 
the  amoimt  of,  a  relocation  payment  and 
shall  maintain  in  its  files  complete  and 
propjer  documentation  supporting  the 
determination.  The  determination  on 
each  claim  shall  be  made  or  approved 
either  by  the  governing  body  of  the 
Agency  or  by  the  principal  executive  of¬ 
ficer  of  the  Agency  or  his  duly  author¬ 
ized  designee.  The  determination  by  the 
Agency  or  any  redetermination  by  HUD 
shall  be  final  and  conclusive  with  respoct 
to  the  rights  of  any  claimant,  and  not 
subject  to  redetermination  by  any  court 
or  any  other  oflQcer,  Subject  to  the  re¬ 
quirements  of  this  paragraph  (c),  the 
Agency  may  p)ermlt  a  third-party  con¬ 
tractor  responsible  for  relocation  activi¬ 
ties  to  examine  and  recommend  action 
on  a  claim  and  to  disburse  funds  in  pay¬ 
ment  of  a  claim  which  has  been  approved 
by  the  Agency. 

(d)  Prompt  payment.  A  relocation 
payment  shall  be  made  by  the  Agency  as 
promptly  as  p>ossible  after  a  claimant’s 
eligibility  has  been  determined  in  ac¬ 


cordance  with  the  regulations  in  this 
subpMirt. 

(e)  Agency  setoS  against  claim.  The 
Agency  may  set  off  against  the  claim  of 
an  otherwise  eligible  claimant  any  fi¬ 
nancial  claim  the  Agency  may  have 
against  the  claimant  arising  out  of  the 
use  of  the  real  propierty. 

(f)  Approval  by  HUD — business  con¬ 
cerns.  No  relocation  payment  for  mov¬ 
ing  exp>enses  or  settlement  costs,  or  both, 
in  excess  of  $10,000  shall  be  made  with¬ 
out  approval  by  HUD. 

(g)  Accounts  and  records.  Accoimts 
and  records  shall  be  maintained  as  pre¬ 
scribed  by  HUD  and  shall  be  subject  to 
inspection  or  audit  at  all  reasonable  times 
by  HUD.  Records  pertaining  to  eligi¬ 
bility  of  relocation  pmionents,  including 
all  claims,  receipted  bills  or  other  docu¬ 
mentation  in  support  of  a  claim,  and 
records  pjertalnlng  to  action  on  a  claim, 
shall  be  retained  by  the  Agency  for  not 
less  than  3  years  after  the  completion 
of  the  project. 

§  .540. 109  Fixed  relocation  paynienfs  to 
individuals  and  families  for  moving 
expenses. 

(a)  Schedule  of  fixed  payments.  An 
Agency  intending  to  pay  fixed  amounts  in 
lieu  of  payments  for  reasonable  and  nec¬ 
essary  moving  expenses  and  actual  direct 
loss  of  property  of  eligible  individuals 
and  families  shall  prepare  a  schedule  of 
the  fixed  amounts  which  it  proposes  to 
pay.  'The  schedule  shall  contain  a  state¬ 
ment  indicating  that  the  Agency  intends 
to  permit  eligible  individuals  and  families 
to  claim  reimbursement  for  their  actual 
moving  expenses  and  actual  direct  loss 
of  property. 

(b)  Schedule  provision.  (1)  A  pro¬ 
posed  schedule  of  fixed  payments  to  eli¬ 
gible  individuals  and  families  owning 
furniture  shall  provide  for  a  graduated 
scale  of  payments  related  to  the  niunber 
of  all  rooms  occupied  by  the  claimant  ex¬ 
cept  bathrooms,  hallways,  and  closets, 
which  payments  shall  not  exceed  the 
lowest  normal  charge  for  carting  expen¬ 
ses  for  the  average  time  required  to  move 
personal  effects:  Provided,  That  in  any 
event  the  payments  shall  not  exceed  the 
maximum  reimbursement  to  eligible  in¬ 
dividuals  or  families  provided  in  the  reg¬ 
ulations  in  this  subpart. 

(2)  Fixed  pa3nnents  to  eligible  indi¬ 
viduals  or  families  not  owning  furniture 
shall  not  exceed:  (i)  $5  for  any  indi¬ 
vidual,  (11)  $10  for  any  family. 

(c)  Administration  of  fixed  payments. 
Eligible  individuals  or  families  may  be 
paid  the  amount  provided  in  the  schedule 
of  fixed  payments  approved  by  HUD  upon 
receipt  of  a  properly  completed  claim. 
A  fixed  pasmient  shall  be  in  full  settle¬ 
ment  for  the  claimant’s  moving  expense 
and  any  actual  direct  loss  of  property. 
If  the  Joint  occupants  of  a  single  dwell¬ 
ing  unit  at  the  project  site  move  to  two 
or  more  locations  and  consequently  sub¬ 
mit  more  than  one  claim,  an  eligible 
claimant  for  a  fixed  payment  may  be 
paid  only  his  reasonable  prorated  share 
(as  determined  by  the  Agency)  of  the 
total  fixed  payment  applicable  to  such 
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dwelling  unit,  and  the  total  of  fixed  pay¬ 
ments  made  to  all  such  claimants  moving 
from  such  dwelling  unit  shall  not  exceed 
the  total  fixed  payment  applicable  to  such 
dwelling  unit. 

§  310.1 10  DiMerniiiiing  nioviiijj:  rxponscs 
of  biixiiH'ss  i-oiiccrn. 

(a)  Submission  of  bids  prior  to  mov¬ 
ing  date.  No  claim  for  a  relocation  pay¬ 
ment  for  moving  expenses  in  excess  of 
$500  shall  be  allowed  for  costs  Incurred 
by  a  business  concern  on  or  after  De¬ 
cember  1,  1966,  unless  the  concern  has 
submitted  to  the  Agency,  at  least  15  days 
prior  to  the  commencement  of  the  move, 
a  bid  from  three  reputable  firms  cover¬ 
ing  the  moving  costs  Involved.  When¬ 
ever  It  is  not  feasible  to  obtain  three  bids 
for  any  category  of  work,  a  lesser  num¬ 
ber  of  bids  shall  be  submitted,  together 
with  a  written  Justification  by  the  con¬ 
cern;  and  no  relocation  payment  shall 
be  allowed  in  such  cases  unless  the  Agen¬ 
cy  has  approved  the  justification.  The 
Agency,  with  HUD  concurrence,  may 
waive  any  requirement  of  this  paragraph 

(a)  for  good  cause. 

(b)  Payment  not  to  exceed  low  bid. 
Payment  to  a  business  concern  for  mov¬ 
ing  expenses  shall  not  exceed  the  amoimt 
of  the  low  bid  submitted  in  accordance 
with  paragraph  (a)  of  this  section  im- 
less  the  bid  requirement  has  been  waived 
in  accordance  with  paragraph  (a)  of  this 
section. 

§  .3  10.1  I  1  Dcli'riiiiniii"  lu-tiiiil  dirorl  loss 
of  properly. 

(a)  The  amount  of  actual  direct  loss 
of  any  item  of  property  claimed  shall  be 
determined  as  follows: 

( 1 )  The  fair  market  value  of  the  prop¬ 
erty  for  continued  use  at  Its  location 
prior  to  the  displacement  shall  be  ascer¬ 
tained  by  the  claimant  by  an  appraisal 
satisfactory  to  the  Agency,  except  as 
provided  in  subparagraph  (2)  of  this 
paragraph. 

(2)  If  the  value  of  the  property  for 
which  actual  direct  loss  Is  claimed  does 
not  warrant  the  expenses  of  an  appraisal, 
then  its  fair  market  value  for  such  con¬ 
tinued  use  shall  be  computed  as  follows: 
The  original  cost  of  the  item  to  the 
clsdmant  (exclusive  of  Installation  cost) , 
multiplied  by  the  figure  obtained  by  di¬ 
viding  the  period  of  the  remaining  use¬ 
ful  life  of  the  property  at  the  date  of 
removal,  by  the  period  of  the  normal 
useful  life  of  the  property  at  the  date  of 
its  acquisition  by  the  claimant. 

(3)  The  property  shall  be  disposed  of 
by  a  bona  fide  sale  (as  determined  by 
the  Agency)  at  the  highest  price  offered 
after  reasonable  efforts  have  been  made 
over  a  reasonable  period  of  time  to  In¬ 
terest  prospective  purchasers.  A  trade- 
in  of  the  property  may  be  considered  a 
bona  fide  sale,  and  the  trade-in  allow¬ 
ance,  exclusive  of  any  amount  of  dis¬ 
count  that  would  be  allowed  on  the  price 
of  the  property  being  acquired  In  the  ab¬ 
sence  of  the  trade-in,  shall  be  deemed 
the  amount  realized  upon  the  sale  of  the 
property. 

(4)  H  the  amount  realized  from  the 
sale,  after  deducting  ordinary  and  rea- 
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sonable  expenses  of  the  sale,  is  less  than 
the  fair  market  value  for  such  continued 
use,  the  difference  between  the  net 
amount  realized  and  the  fair  market 
value  is  the  amount  of  actual  direct  loss 
of  the  property.  Expenses  of  sale  in¬ 
clude  such  items  as  sale  conunisslons, 
auctioneer’s  fees,  advertising  costs,  and 
similar  charges. 

(b)  If  a  bona  fide  sale  is  not  effected 
because  no  offer  is  received  for  the  prop¬ 
erty,  after  reasonable  efforts  have  been 
made  over  a  reasonable  period  of  time  to 
sell  it.  then  Its  fair  market  value  for  con¬ 
tinued  use,  ascertained  as  provided  in 
this  section.  Is  the  amount  of  actual  di¬ 
rect  loss  of  the  property. 

(c)  Cost  of  appraisals:  The  cost  of  ap¬ 
praisals  to  determine  actual  direct  loss 
of  property,  if  made  by  or  in  behalf  of 
the  claimant.  Is  not  allowable  as  part  of 
a  claim. 

§310.112  I- iliiif;  of  i'hiinix. 

(a)  Form  of  claim.  To  obtain  a  re¬ 
location  payment,  a  claimant  shall  file  a 
written  claim  with  the  Agency  on  the 
appropriate  HUD  forms. 

(b)  Documentation  in  support  of 
claim.  A  claim  shall  be  supported  by 
the  following: 

(1)  If  for  moving  expenses,  except  in 
the  case  of  a  fixed  payment,  a  receipted 
bill  or  other  evidence  of  such  expenses. 
By  prearrangement  between  the  Agency, 
the  claimant,  and  the  mover,  confirmed 
In  writing  by  the  Agency,  the  claimant 
may  present  an  unpaid  moving  bill  to  the 
Agency,  and  the  Agency  may  pay  the 
mover  directly. 

(2)  If  for  actual  direct  lo.ss  of  prop¬ 
erty,  written  evidence  thereof,  which  may 
include  appraisals,  certified  prices,  copies 
of  bills  of  sale,  receipts,  canceled  checks, 
copies  of  advertisements,  offers  to  sell, 
auction  records,  and  such  other  records 
as  may  be  appropriate  to  support  the 
claim. 

13)  In  any  other  case,  such  documen¬ 
tation  as  may  be  required  by  the  Agency, 
which  may  Include  Income  tax  returns, 
wltliholding  or  informational  statements, 
and  proof  of  age. 

(c)  Time  for  filing  claims.  A  claim  for 
moving  expenses,  actual  direct  Io.'js  of 
property,  or  a  small  business  displace¬ 
ment  payment  shall  be  submitted  to  the 
Agency  within  a  period  of  6  months 
after  the  displacement  of  the  claimant. 
A  claim  for  settlement  costs  .shall  be 
submitted  within  6  months  after  the 
costs  have  been  hicurred.  A  claim  for  a 
relocation  adjustment  payment  or  for  an 
additional  relocation  payment  shall  be 
submitted  within  a  period  of  60  days 
after  the  displacement  of  the  claimant. 
A  claim  for  a  replacement  housing  pay¬ 
ment  shall  be  submitted  within  18 
months  after  the  displacement  of  the 
claimant. 

(1)  Displacement  prior  to  December  1, 
1966.  Notwithstanding  the  first  three 
sentences  of  this  paragraph  (c),  the  6- 
month  and  60-day  filing  periods  referred 
to  therein  shall  commence  running  on 
the  date  of  receipt  of  a  notification  of 
the  availability  of  relocation  pairments 
or  the  date  of  a  published  notice  with 
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respect  to  any  claimant  who  Is  displaced 
prior  to  December  1,  1966,  and  prior  to 
the  receipt  of  such  notification  or  the 
date  of  such  published  notice. 

(2)  Waivers.  The  time  limitations  In 
this  paragraph  (c)  may  be  waived  by  the 
Agency  for  good  cause,  with  HUD  con¬ 
currence. 

§310.113  l.iniiluli«>ii  ttii  aiiioiini  of  rr- 
loculitin  payiiKMitx. 

(a)  Moving  expenses  and  loss  of  prop¬ 
erty. — (1)  Maximum  amount — individ¬ 
uals  or  families.  The  maximum  reloca¬ 
tion  payment  that  may  be  made  or  rec¬ 
ognized  for  moving  expenses  and  actual 
direct  loss  of  property,  for  which  reim¬ 
bursement  or  compensation  Is  not  other¬ 
wise  made,  to  an  individual  or  family 
shall  not  exceed  $200.  The  maximum 
relocation  payment  that  may  be  made 
or  recognized  for  moving  expenses  and 
actual  direct  loss  of  property,  for  which 
reimbursement  or  compensation  Is  not 
otherwise  made,  to  two  or  more  imre- 
lated  individuals  occupying  the  same 
dwelling  unit  shall  not  exceed  $200. 

(2)  Maximum  amount — business  con¬ 
cerns.  The  maximum  relocation  pay¬ 
ment  that  may  be  made  or  recognized 
in  the  case  of  a  business  concern  for 
moving  expenses  and  actual  direct  loss 
of  property,  for  which  reimbursement 
or  compensation  Is  not  otherwise  made, 
shall  not  exceed  $3,000:  Provided,  That 
If  the  total  of  the  actual  moving  expenses 
Incurred  on  or  after  March  4,  1965,  and 
prior  to  August  12,  1965,  is  greater  than 
$3,000,  the  maximum  relocation  payment 
that  may  be  made  or  recognized  In  the 
case  of  a  business  concern,  for  which  re¬ 
imbursement  or  compensation  Is  not 
otherwise  made,  shall  be  the  total  of 
such  actual  moving  expenses  or  $25,000, 
whichever  Is  less.  If  the  total  of  the 
actual  moving  expenses  incurred  on  or 
after  August  12.  1965,  Is  greater  than 
$3,000,  the  maximum  relocation  payment 
that  may  be  made  or  recognized  In  the 
case  of  a  business  concern,  for  which  re¬ 
imbursement  or  compensation  Is  not 
otherwise  made,  shall  be  the  sum  of : 

(I)  The  total  actual  moving  expenses 
or  $25,000  whichever  Is  less;  and 

(II)  A  percentage  of  the  actual  moving 
expenses  In  excess  of  $25,000,  which  per¬ 
centage  shall  be  the  same  as  the  per¬ 
centage  of  project  cost  paid  for  by  the 
Federal  Grant  under  the  terms  of  the 
Federal  Grant  Contract;  Provided,  That 
the  Agency  makes  a  cash  payment  to  the 
business  concern  equal  to  the  remainder 
of  the  actual  moving  costs  In  excess  of 
$25,000,  which  payment  shall  not  con¬ 
stitute  any  portion  of  the  local  share  of 
the  project  cost. 

(3)  Maximum  moving  distance.  If  a 
business  concern  moves  beyond  100  miles 
from  the  boundary  of  the  city,  tow'n, 
township,  village,  or  county,  as  the  case 
may  be,  in  which  the  project  is  canied 
out,  a  relocation  payment  for  Its  moving 
expenses  may  not  be  made  In  excess  of 
the  reasonable  and  necessary  expenses 
for  moving  such  distance  of  100  miles. 

(b)  Small  business  displacement  pay¬ 
ment-fixed  amount.  A  small  business 
displacement  payment  shall  be  $1,500  for 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


21718 

biisiness  concerns  displaced  prior  to  Au¬ 
gust  10, 1965,  and  $2,500  for  business  con¬ 
cerns  displaced  on  or  after  August  10, 
1965. 

(c)  Maximum  amount — relocation  ad¬ 
justment  payment.  The  total  relocation 
adjustment  pasrment  that  may  be  made 
for  a  family  or  elderly  Individual  shall 
be  an  amoimt  not  to  exceed  $500  which, 
when  added  to  20  percent  of  the  annual 
Income  of  the  family  or  individual  at  the 
time  of  displacement,  equals  the  average 
annual  gross  rental  required  for  a  decent, 
safe,  and  sanitary  dwelling  of  modest 
standards  adequate  in  size  to  accommo¬ 
date  the  family  or  Individual  (In  the 
area  In  which  the  project  Is  carried  out 
or  In  other  areas  generally  not  less  de¬ 
sirable  In  regard  to  public  utilities  and 
public  and  commercial  facilities) ,  as  de¬ 
termined  by  the  Agency. 

(d)  Maximum  amount — additional  re¬ 
location  payment.  The  total  additional 
relocation  payment  that  may  be  made  to 
a  family  or  elderly  or  handicapped  indi¬ 
vidual  shall  consist  of  monthly  payments 
over  a  period  not  to  exceed  24  months 
and  shall  be  paid  in  an  amovmt  (not  to 
exceed  $500  in  the  first  12  months  and 
not  to  exceed  $500  in  the  secrmd  12 
months)  which,  when  added  to  20  per¬ 
cent  of  the  annual  income  of  the  family 
or  individual  at  the  time  of  displacement, 
shall  be  equal  to  the  average  annual 
gross  rental  required  at  such  time  to 
secure  a  decent,  safe,  and  sanitary 
dwelling  of  modest  standards  adequate 
in  size  to  accommodate  the  family  or 
individual  (in  the  area  In  which  the  proj¬ 
ect  Is  carried  out  or  in  other  areas  not 
generally  less  desirable  in  regard  to  pub¬ 
lic  utilities  and  commercial  facilities) ,  as 
determined  by  the  Agency. 

(e)  Maximum  ainbunt — replacement 
housing  payment.  The  total  replacement 
housing  pasmient  that  may  be  made  for 
a  family  or  individual  eligible  for  a 
replac^nent  housing  pasonent  imder 
§  540.105(c)  of  the  regulations  in  this 
subpart  shall  be  an  amount  not  to  exceed 
$5,000,  which,  when  added  to  the  acqui¬ 
sition  payment,  shall  be  equal  to  the 
average  price  required  for  purchase  of  a 
decent,  safe,  and  sanitary  dwelling  of 
modest  standards  adequate  In  size  to 
accommodate  the  displaced  owner,  which 
Is  reasonably  accessible  to  public  services 
and  places  of  employment,  and  which  is 
available  on  the  private  market. 

§  540.114  Delerniiiiation$i  in  rundoninn- 
tion  proceedings. 

Notwithstanding  any  other  provision 
of  the  regulations  in  this  subpart,  when 
property  is  acquired  by  proceedings  In 
condemnation,  and  the  amount  of  the 
judgment  Includes  an  allowance  for  any 
of  the  expenses  included  within  the  defi¬ 
nition  of  relocation  payment  appearing  in 
§  540.101  (p)  of  this  subpart,  the  portion 
of  the  judgment  representing  compen¬ 
sation  for  these  expenses,  if  separately 
stated,  shall  be  entitled  to  recognition  as 
a  relocation  payment  in  an  amoimt  not 
to  exceed  the  applicable  dollar  limitation 
of  §  540.113:  Provided,  That  the  allow¬ 
ance  for  actual  direct  loss  of  property 
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makes  no  comjjensation  for  loss  of  good¬ 
will  or  profit. 

Subpart  B — The  Legacy  of  Parks 
Program 

§  540.201  Objectives. 

Objectives  of  the  program  as  set  forth 
in  the  law  include: 

To  help  curb  urban  sprawl  and  prevent  the 
spread  ot  urban  blight  and  deterioration,  to 
encourage  more  economic  and  desirable  ur¬ 
ban  development,  to  assist  In  preserving 
areas  and  properties  of  historic  or  architec¬ 
tural  value,  and  to  help  provide  necessary 
recreational,  conservation,  and  scenic  areas 
by  assisting  State  and  local  public  bodies  in 
taking  prompt  action  to  (1)  provide,  pre¬ 
serve,  and  develop  open-space  land  in  a  man¬ 
ner  consistent  with  the  planned  long-range 
development  of  the  Nation's  urban  areas, 
(2)  acquire.  Improve,  and  restore  areas,  sites, 
and  structures  of  historic  or  architectural 
value,  (3)  develip  and  Improve  open  space 
and  other  public  urban  land,  and  (4)  encour¬ 
age  the  acquisition  of  Interests  in  undevel¬ 
oped  or  predominantly  undeveloped  land 
which  would  have  special  signlhcance  in 
helping  to  shape  economic  and  desirable  pat¬ 
terns  of  urban  growth. 

§  540.202  Scope. 

The  program  provides  matching  grants 
to  States  and  local  public  bodies  for  up 
to  50  percent  of  the  cost  for  acquiring 
title  or  other  interests  in  and  developing 
open-space  land;  for  acquiring,  restor¬ 
ing,  or  improving  sites,  structures  or 
areas  of  historic  or  architectural  signifi¬ 
cance;  and  for  public  environmental  im¬ 
provements  which  provide  long-term 
benefits  in  urban  areas.  In  addition,  the 
program  provides  grants  to  States  and 
local  public  bodies  for  up  to  75  percent 
of  the  cost  for  acquiring  interest  in  un¬ 
developed  or  predominantly  undeveloped 
land  which  has  special  significance  in 
helping  to  shape  economic  and  desirable 
patterns  of  urban  growth  (hereinafter 
sometimes  referred  to  as  “urban  shap¬ 
ing”  projects). 

§  540.203  Tlie  program  and  low  and 
moderate  income  housing. 

(a)  The  Department  of  Housing  and 
Urban  Development  (HUD)  will  encour¬ 
age  use  of  the  program  to  provide  recre¬ 
ation  resoiu’ces  and  other  amenities  in 
and  near  housing  developments  for  low 
and  moderate  income  families. 

(b)  Program  projects  and  sites  that 
include  in  their  service  area  public  or  pri¬ 
vate  housing  developments  for  low  and 
moderate  income  families  will  be  given 
priority  consideration  for  funds  if  they 
will  provide  open  space  opportunities 
within  a  year  to  such  housing  develop¬ 
ments  and  if  such  housing  developments 
involve  50  or  more  housing  imits  already 
existing  or  planned. 

§  .510.204  Coordinulion  with  oilier  III  I) 
progruins. 

HUD  supports  an  integrated  approach 
at  local.  State,  and  Federal  levels  to  ur¬ 
ban  development.  To  facilitate  this  ap¬ 
proach,  extra  credit  under  the  project 
selection  system  will  be  given  to  projects 
that  are  undertaken  in  conjunction  with 
other  HUD  programs,  such  as  the  New 


Communities  Program  and  Operation 
Breakthrough. 

§  540.205  Cilizen  partieipation. 

HUD  encourages  meaningful  partici¬ 
pation  of  citizens  in  HUD-assisted  ac¬ 
tivities  at  the  local  government  level. 

§  540.206  Public  control  and  um-. 

Land  acquired  under  this  program 
must  remain  imder  public  control  in 
perpetuity  (except  “urban  shaping” 
projects  or  conversions  meeting  stand¬ 
ards  specified  in  §  540.250).  Areas  ac¬ 
quired  or  assisted  under  the  program 
must  be  available  to  the  general  public, 
without  discrimination. 

§  540.207  Applicants. 

Any  State  or  local  public  body  includ¬ 
ing  any  Indian  tribe,  band,  group,  and 
nation  of  the  United  States  which  is 
legally  authorized  to  undertake  a  proj¬ 
ect  under  the  program  and  to  contract 
with  the  Federal  Gkivernment  to  receive 
funds  for  that  purpose  is  eligible  for 
grants. 

§  .5 10.208  Project  location  criteria. 

(a)  Authorized  projects  must  be  lo¬ 
cated  in  an  area  which  is  urban  in  char¬ 
acter.  This  includes  those  surrounding 
areas  which  in  the  judgment  of  the  Sec¬ 
retary,  form  an  economic  and  socially 
related  region,  taking  into  consideration 
such  factors  as  present  and  future  pop¬ 
ulation  trends  and  patterns  of  growth, 
location  of  transportation  facilities  and 
systems  and  distribution  of  industrial, 
commercial,  residential,  governmental, 
institutional  and  other  activities. 

(b)  Where  there  may  be  a  question  of 
meeting  the  urban  area  requirement, 
determinations  as  to  eligibility  will  be 
made  by  HUD. 

§  540.209  I»cjil  ^!laro. 

The  Federal  share  of  a  project  cannot 
exceed  50  percent  of  eligible  costs  (ex¬ 
cept  for  urban  shaping  projects,  §  540.- 
202) .  To  secure  Federal  funding  the  ap¬ 
plicant  must  show  that  local  funds  are 
available  or  authorized  for  the  project. 
Evidence  of  availability  of  funds  must 
show  that  necessary  local  legislative  ap¬ 
provals  and  authorizations  have  been 
given,  including  authorization  for  specific 
project  financing  when  State  or  local 
public  funds  are  used.  Where  any  portion 
of  the  local  share  is  coming  from  a  source 
not  directly  controlled  by  the  applicant, 
the  applicant  must  show  evidence  of  a 
binding  commitment  for  the  funds,  or  its 
intention  to  provide  the  entire  non-Fed- 
eral  share.  Part  of  the  local  share  may 
be  provided  by  donated  materials  or  land 
as  provided  in  §  540.248. 

§  510.210  I’lanning  requironirn(.«. 

Section  703  of  title  VII  of  the  Housing 
Act  of  1961,  requires  that  grant  assistance 
provided  pursuant  to  this  title  must  be 
needed  for  can-ying  out  a  unified  or  offi¬ 
cially  coordinated  program,  meeting 
criteria  established  by  the  Secretary,  for 
the  provision  and  development  of  open- 
space  land  as  part  of  the  comprehensively 
planned  development  of  the  urban  area. 
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(a)  Planning  requirement  determina¬ 
tions.  Planning  comments  must  show 
that  the  proposed  project  Is  part  of  or 
consistent  with  the  areawide  compre¬ 
hensive  plan  and  program  for  the  urban 
area,  and  must  show  that  the  project  is 
part  of  or  consistent  with  a  functional 
element  of  that  plan. 

(b)  Certification.  HUD  has  initiated  a 
certification  procedure  for  notifying 
areawide  planning  organizations  and 
areawide  planning  jurisdictions  when 
they  fulfill  HUD  planning  requirements. 
The  certification  process  is  effective  for 
Areawide  Planning  Jurisdiction  and  Or¬ 
ganization  Certification,  Comprehensix  e 
Planning  Certification,  and  will  also  be 
effective  for  Functional  Planning  and 
Programing  Certification  on  July  1,  1972. 
This  is  explained  in  detail  in  Circulars 
MPD  6415.1A.  and  MPD  6415.3,  copies  of 
which  are  available  from  the  HUD  area 
office. 

(c)  Requirements  for  projects  pri¬ 
marily  of  local  significance.  If  the  proj¬ 
ect  is  primarily  of  local  significance 
(such  as  small  parks) ,  the  project  must 
be  in,  or  consistent  with,  the  local  com¬ 
prehensive  plan  and  evidence  must  be 
shown  that  the  project  is  consistent 
with  the  areawide  comprehensive  plan¬ 
ning  process. 

§  540.211  Coordinniion  roquimiiriil!i. 

(a)  Project  notification  and  review 
system.  Potential  applicants  shall  com¬ 
ply  with  the  Project  Notification  and 
Review  System  described  in  Office  of 
Management  and  Budget  Circular  No. 
A-95. 

(b)  Review  and  comment.  (1)  Appli¬ 
cations  and  any  amendments  thereto 
which  Involve  a  major  change  in  a  proj¬ 
ect,  must  be  submitted  for  review  to  the 
HUD  recognized  Areawide  Planning 
Organization  (APO),  where  the  appli¬ 
cant  is  located.  If  the  applicant  is  a 
special  purpose  xmit  of  local  government, 
such  as  a  recreation  commission,  the 
applications  must  be  submitted  for  re¬ 
view  by  the  imits  of  general  local  gov¬ 
ernment  in  the  area  where  the  project  is 
to  be  located,  as  well  as  to  the  APO. 

(2)  Each  application,  when  sub¬ 
mitted  to  HUD,  must  be  accompanied  by 
the  comments  and  recommendations  of 
the  APO  and,  if  through  a  special  pur¬ 
pose  unit  of  local  government,  the  gen¬ 
eral  local  government,  and  a  statement 
by  the  applicant  that  such  comments 
and  recommendations  have  been  con¬ 
sidered  prior  to  formal  submission  of  the 
application. 

(c)  If  the  APO  has  been  designated  as 
a  metropolitan  or  regional  clearing¬ 
house  under  Office  of  Management  and 
Budget  Circular  A-95,  the  applicant 
must  satisfy  the  requirements  of  that 
circular. 

(d)  Projects  in  or  affecting  a  model 
neighborhood  require  execution  of  the 
certification  in  the  application  form 
which  gives  evidence  of  participation  in 
planning  the  project  by  the  City  Demon¬ 
stration  Agency  and  its  citizen  par¬ 
ticipation  structure,  as  well  as  any  input 
by  the  citizen  participation  structure 
that  local  arrangements  provide. 
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(e)  E.xecutive  Order  11237,  July  27, 
1965  (30  F.R.  9433),  sets  forth  policies 
and  requirements  for  coordination  of 
programs  of  open  space  acquisition  for 
recreational  purposes  and  is  applicable 
to  this  program  and  the  outdoor  recrea¬ 
tion  program  administered  by  the  Bureau 
of  Outdoor  Recreation  (BOR),  Depart¬ 
ment  of  the  Interior,  under  the  Land  and 
Water  Conservation  Fimd  Act  of  1965, 
16  U.S.C.  460d,  4601.  Pursuant  to  the 
order,  the  following  requirements 
apply: 

(1)  If  land  proposed  to  be  acquired 
for  recreational  purposes  under  either 
program  is  located  wholly  or  partly  in 
an  urban  area,  the  acquisition  must  meet 
the  planning  and  programing  require¬ 
ments  of  this  program,  whether  assist¬ 
ance  is  to  be  obtained  under  the  Land 
and  Water  Conservation  Fund  Act,  16 
U.S.C.  460d,  4601,  or  this  program. 

(2)  No  application  shall  be  filed  with 
HUD  under  the  program  for  acquisition 
or  development  of  land  Included  in  an 
application  currently  under  considera¬ 
tion  for  possible  fimding  by  the  Bu¬ 
reau  of  Outdoor  Recreation,  U.S.  De¬ 
partment  of  the  Interior,  through  the 
Land  and  Water  Conservation  Fund. 

(3)  Projects  with  historic  significance 
may  be  considered  for  fund  assistance 
from  either  this  program  or  the  Depart¬ 
ment  of  the  Interior  National  Park  Serv¬ 
ice  Program,  “Grants  to  States  for  His¬ 
toric  Preservation.”  However,  applicants 
must  elect  to  apply  for  assistance  under 
eithef  HUD’s  or  Interior’s  grant  pro¬ 
grams  and  may  not  apply  under  both. 

§  540.212  Iliritnric  proservatloii. 

For  the  costs  of  acquiring,  restoring, 
improving,  or  moving  a  structure  of  his¬ 
toric  or  architectural  significance  to  be 
eligible  for  assistance,  such  structure, 
site,  or  area  must  be  listed  on  the  Na¬ 
tional  Register  of  Historic  Places. 

§  .‘>10.213  Rrlociilion  polirics  .itMl  ro- 
quirrnienls. 

Projects  under  the  pi’Ogram  are  sub¬ 
ject  to  all  reouirements  of  the  Uniform 
Relocation  Assistance  and  Real  Prop¬ 
erty  Acquisition  Policies  Act  of  1970 
(Public  Law  91-646,  84  Stat.  1894)  and 
the  Secretary’s  rules  and  regulations  is¬ 
sued  thereunder  (24  CFR  Part  42). 
Applicants  will  be  required  to  submit 
satisfactory  assurances  as  specified  in 
section  210  of  the  Act. 

§510.211  rRrscr>c€ll 

§  .510.21.'>  (iivil  rights  pru\i.>>ions. 

■ntle  VI  of  the  ClvU  Rights  Act  of 
1964  (78  Stat.  252;  42  UB.C.  2000d), 
prohibits  discrimination  on  the  basis  of 
race,  color,  or  national  origin  in  the  use 
of  any  facility  or  Improvement  <rf  prop- 
perty  provided  with  Federal  assistance. 
When  filing  for  assistance,  an  applicant 
must  certify  his  Intention  to  comply 
with  this  requirement. 

§  540.216  Equal  employ iiicnl  opportun¬ 
ity  requirements. 

Executive  Order  11246,  as  sonended, 
specifies  that  Federally  assisted  construc¬ 
tion  contractors  must  take  affirmative  ac- 
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tion  to  ensure  that  there  is  equal  em¬ 
ployment  opportunity  without  regard  to 
race,  color,  religion,  sex,  or  national  ori¬ 
gin.  This  requirement  applies  to  all  con¬ 
tracts  under  the  program  involving  con¬ 
struction  work  such  as  improvements, 
demolition  and  site  clearance,  and  resto¬ 
ration.  Grantees  should  secure  from  a 
HUD  office  instructions  on  procedures 
and  requirements. 

§510.217  I'Vch'ral  labor  slaii<Iiird«  and 
roiilracliiig  rc(|iiirt'm('iils. 

(a)  Construction  projects  being  fi¬ 
nanced  with  Federal  funds  under  the 
program,  must  meet  Federal  labor  stand¬ 
ards  and  prevailing  wage  requirements, 
except  that  work  performed  by  employ¬ 
ees  of  the  grant  recipient  and  contracts 
of  less  than  $2,000  will  be  exempt  from 
the  Federal  labor  standards  provisions. 

(b)  The  applicant  will  be  required  to 
certify  that  all  bidding  documents,  con¬ 
tracts,  and  subcontracts  except  as  ex¬ 
empted  above,  include  the  Federal  labor 
standards  provisions.  The  applicant  will 
be  responsible  for  administering  and  en¬ 
forcing  these  provisions. 

(c)  HUD  Area  Offices  will  provide  nec¬ 
essary  Information  on  Federal  labor 
standards  which  require  payment  of  at 
least  minimum  wage  rates  (including 
fringe  benefits)  applicable  to  each  clas¬ 
sification  of  laborers  and  mechanics  em¬ 
ployed,  as  determined  by  the  Department 
of  Labor  in  accordance  with  the  Davis- 
Bacon  Act  (40  U.S.C.  276a) ;  payment  of 
time  and  one-half  for  overtime  worked 
in  excess  of  8  hours  in  1  day  or  40  hours 
in  1  week,  as  required  by  the  Contract 
Work  Standards  Act,  40  U.S.C.  327;  pay¬ 
ment  in  full  (less  deductions  made  man¬ 
datory  by  law)  to  all  employees  engaged 
in  work  on  the  project  not  less  often 
than  once  each  w'eek;  and  compliance 
with  applicable  regulations  issued  by  the 
Secretary  of  Labor  in  accordance  with 
the  provisions  of  the  Copeland  18  U.S.C. 
974,  and  Antikickback  Acts  40  U.S.C. 
276c. 

§  .5 10.218  I’uliliciil  uctivily  «if  piihl!*' 
l>ody  prrMinnci. 

Section  12(a)  of  the  Hatch  Act,  5 
U.S.C.  1501  et  seq.,  applies  with  respect 
to  officers  and  employees  of  the  grant 
recipient  whose  principal  employment  is 
in  connection  with  an  activity  which  is 
financed  in  whole  or  in  part  by  Federal 
grants  made  under  title  VII  of  the  Hous¬ 
ing  Act  of  1961,  as  amended. 

§.510.219  (k>nliiiiiiiig  iiiainl<'naii<-<'  pio* 
gram  fur  as*iisteil  projorls. 

Properties  acquired  or  developed  under 
the  program  must  be  satisfactorily 
maintained.  The  applicant  must  certify 
to  an  adequate  maintenance  and  operat¬ 
ing  program  for  the  property  for  a  mini¬ 
mum  of  3  years  except  for  historic 
preservation  projects  where  perpetual 
maintenance  is  required. 

§  540.220  Environmental  impart  state¬ 
ment. 

The  National  Environmental  Policy 
Act  of  1969  (42  UB.C.  4321)  establttbes 
new  national  policy,  goals  and  iirooe- 
dtues  for  protecting  and  enhancing  the 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 


24720 


RULES  AND  REGULATIONS 


environment.  For  projects  specified  be¬ 
low,  an  environmental  Impact  statement 
will  be  required  with  the  application: 

(a)  All  sanitary  landfill  projects. 

(b)  Any  project  upon  which  two  or 
more  surface  areas  of  water  will  be  im¬ 
pounded. 

(c)  Block  land  acquisitions  of  8  acres 
or  more  in  high  density  and  built-up 
areas,  or  of  300  acres  elsewhere. 

(d)  Projects  affecting  properties  on 
the  National  Register  of  Historic  Places 
(see  §  540.225). 

Tlie  form  for  this  statement  is  available 
from  the  HUD  Area  Office. 

§  .>10.221  I..aiid  ailjarrtil  to  st  liocil  silos. 

(a)  Where  land  is  being  acquired  ad¬ 
jacent  to  a  site  for  a  new  school,  grant 
assistance  will  generally  be  limited  to  the 
acquisition  of  land  in  excess  of  the  mini¬ 
mum  local  site  standards  for  new  school 
sites.  The  minimum  local  standards  will 
be  those  explicitly  adoptcKl  by  the  school 
agency;  in  an  instance  where  no  mini¬ 
mum  standards  have  been  adopted,  a  set 
of  recommendixi  standards  ured  by  the 
school  agency  may  be  accepted. 

(b)  In  every  case  where  land  is  being 
acquired  or  developed  adjacent  to  a 
school  site,  the  application  must  include 
the  following : 

(1)  A  statement  that  the  open  space 
being  acquired  is  for  general  community 
or  neighborhood  benefit  and  use,  and 
will  be  open  to  the  general  public  except 
when  its  use  would  conflict  with  the  func¬ 
tions  of  the  adjacent  school. 

(2)  A  w'ritten  cooperation  agreement 
betw'een  the  school  agency  and  the  park/ 
recreation  agency  indicating  that  it  is 
their  intent  to  maximize  the  multiple- 
use  capability  of  all  school  oi>en  space 
areas  and  that  the  design  and  opera¬ 
tional  planning  of  the  respective  agencies 
incorporates  this  concept. 

§  5  1-0.222  in  HoimI  pbtiii. 

HUD  encourages  location  of  projects 
in  flood  plains.  How'ever,  if  a  proposed 
project  is  located  within  the  limits  of  a 
flood  plain  area,  the  applicant  is  re¬ 
quired  to  submit  certain  statements  con¬ 
cerning  potential  hazards,  justification 
and  de.signs  for  the  area  (see  §  540.247). 

§  510.22.3  Sanitary  landfill  Irt-alinenl. 

Property  proposed  for  sanitary  land¬ 
fill  treatment  can  be  acquired  under  the 
program  only  when  the  project  meets 
the  following  requirements: 

(a)  The  applicant  must  provide  certi¬ 
fications  by  appropriate  local  and  State 
agencies  that  the  landfill  operation  will 
not  contribute  to  water  or  air  pollution, 
or  cause  a  public  nui.sance ;  and 

(b)  The  proposal  must  provide  for 
readying  the  land  for  open  space  use 
within  10  years;  and 

(c)  An  “Environmental  Impact  State¬ 
ment”  must  be  submitted  (see  §  540.220) . 

§  540.224-  Dijiaster  Relief  Act  of  1970 
(Public  Law  91—606). 

Projects  in  Presidentially  proclaimed 
major  disaster  areas  will  be  given  pri¬ 
ority  and  Immediate  consideration  for 
grant  assistance. 


§  540.225  Properties  imi  the  National 
Register. 

(a)  Section  106  of  the  Historic  Preser¬ 
vation  Act  of  1966  (Public  Law  89-655, 
80  Stat.  915)  requires  that  all  Federal 
agencies  prior  to  licensing  or  approving 
any  imdertaking,  shall  take  into  account 
the  effect  of  a  project  on  any  district, 
site,  building,  structure,  or  object  listed 
on  the  National  Register  of  Historic 
Places,  maintained  by  the  National  Park 
Service  of  the  U.S.  Department  of  the 
Interior. 

(b)  If  any  proposed  project  under  the 
program  will  adversely  affect  a  National 
Register  property,  the  applicant  should 
bring  it  to  the  attention  of  the  HUD 
Area  Office. 

§  5  40.226  Acqiii.>iiiion  and  cleuranco. 

(a)  For  open  space  or  historic  preser¬ 
vation  purposes.  Land  to  be  acquired 
must  be  located  in  an  urban  area  and 
must  be  within  the  area  for  which  the 
applicant  exercises,  or  participates  in  the 
exercise  of,  open  snace  responsibilities. 
Acquired  land  may  be  undeveloped,  pre¬ 
dominantly  undeveloped  or  developed. 
Acquisition  of  developed  land  is  per¬ 
mitted  only  if  the  local  governing  body 
determines  that  adequate  open  space 
cannot  effectively  be  provided  through 
the  use  of  existing  undeveloped  or  pre¬ 
dominantly  imdeveloped  land.  No  size 
limit  is  imposed  on  acquired  imdeveloped 
or  predominantly  undeveloped  sites. 
However,  the  size  of  developed  land  sites 
will  generally  be  limited  to  no  more  than 
4  acres. 

(b)  For  urban  shaping  projects.  Land 
must  be  undeveloped  or  predominantly 
undeveloped.  If  withheld  from  commer¬ 
cial,  industrial,  and  residential  develop¬ 
ment,  land  must  have  special  significance 
in  helping  to  shape  economic  and  desir¬ 
able  patterns  of  urban  growth  outside  of 
existing  urban  areas  which  is  directly 
related  to  the  development  of  new  com¬ 
munities  or  the  expansion  and  revitaliza¬ 
tion  of  existing  communities. 

(c)  Impact  on  project  cost.  For  the 
purpose  of  computing  the  amount  of  the 
Federal  grant  generally  no  more  than  the 
fair  market  value  of  the  acquired  land 
will  be  considered.  The  fair  market  value 
(FMV)  will  be  established  in  accordance 
with  procedures  stipulated  in  §§  540.232- 
540.234.  The  HUD  share  of  acquisition 
cost  will  not  exceed  50  percent  (or  75  per¬ 
cent  in  the  case  of  “urban  shaping”  proj¬ 
ects)  of  the  certified  FMV  regardless  of 
the  cost  incurred  by  the  applicant,  unless 
the  property  is  acquired  by  condemnation 
and  the  award  is  determined  by  a  trial 
on  the  merits  of  the  issue  of  value  ac¬ 
cording  to  law.  Any  amoimt  paid  pur¬ 
suant  to  a  stipulation  of  agreement  with 
an  owner  in  excess  of  the  certified  FMV 
acquisition  price  will  not  be  recognized 
as  a  project  cost. 

§  540.227  Timing  of  acquisition. 

Project  cost  will  not  include  the  FMV 
of  land  acquired  prior  to  HUD  authoriza¬ 
tion  to  proceed  with  purchase.  Land  will 
be  considered  acquired  as  of  the  date  a 
mutually  binding  purchase  agreement  Is 
executed,  title  to  the  land  is  transferred. 


or  condemnation  proceeding  Is  initiated 
which  proceeding  cannot  be  withdrawn 
without  penalty,  whichever  is  earliest. 

§  5  40.228  (Completion  of  acquisition. 

Acquisition  under  an  approved  project 
must  be  completed  or  condemnation  pro¬ 
ceedings  must  be  instituted  within  12 
months  of  the  time  the  grant  contract  is 
executed  between  HUD  and  the  appli¬ 
cant  unless  an  extension  of  the  time 
period  has  been  specifically  requested 
and  approved  in  writing  by  HUD. 

§  510.229  Fligihio  n<‘(|uisition  costs. 

(a)  Costs  related  to  acquisition  which 
are  eligible  for  grant  assistance  include: 
The  cost  of  required  appraisals,  title  re¬ 
ports,  assurances  of  title,  negotiation  ex¬ 
penses,  cadastral  survey  of  the  project 
boundary,  condemnation  court  costs,  at¬ 
torney’s  fees  for  condemnations  and 
closing  purchases,  closing  costs,  interest 
paid  on  condemnation  awards,  taxes' and 
public  service  charges  allocable  to  the 
period  after  acquisition,  as  well  as  per¬ 
missible  or  required  costs  under  the  Uni¬ 
form  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
(Public  Law  91-646,  84  Stat.  1894)  and 
the  HUD  Secretary's  rules  and  regula¬ 
tions  issued  thereunder  <  24  CFR  Part  42 ) . 

( b)  How'ever,  attorney’s  fees  of  the  ap¬ 
plicant  for  necessary  legal  services  will 
not  be  considered  an  eligible  project  cost 
if  the  attorney  performing  the  service  is 
a  regular  employee  of  the  applicant,  or  if 
he  or  his  firm  is  employed  under  a  lump 
sum  retainer  arrangement  to  perform  all 
services  for  the  applicant. 

§  510.2.30  Land  a<'qni''ilioii  poln-ies  niid 
ro(|iiir('meiils. 

Projects  under  the  program  are  subject 
to  all  requirements  of  the  Uniform  Re¬ 
location  Assistance  and  Real  Property 
Acquisition  Policies  Act  of  1970  (Public 
Law  91-646,  84  Stat.  1894)  and  the 
Secretary’s  rules  and  regulations  issued 
thereunder  (24  CFR  Part  42).  Appli¬ 
cants  will  be  required  to  submit  satis¬ 
factory  assurances  under  section  305  of 
the  Act.  Details  for  land  acquisition  pro¬ 
cedures  and  requirements  are  available 
from  the  HUD  Area  Office. 

§  510.2.31  Terms  and  roiidilimis  of  ar- 
quisitioi). 

Each  property  shall  be  acquired  on  the 
following  basis: 

(a)  Title.  Except  as  Indicated  in 
§  540.237,  fee  simple  title  shall  be  ac¬ 
quired  subject  only  to  reservations,  out¬ 
standing  interest,  encumbrances,  and 
exceptions  to  title  approved  by  HUD. 

(b)  Closing  and  possession.  To  the  ex¬ 
tent  practical,  the  owner  shall  be  per¬ 
mitted  in  the  agreement  of  sale  to  de¬ 
termine  the  date  for  closing  and  delivery 
of  possession. 

(c)  Taxes  and  public  charges.  Real 
property  taxes  and  any  charges  for  pub¬ 
lic  services  (such  as  water,  sewerage,  and 
trash  collection)  shall  be  prorated  as  of 
the  date  title  vests  in  the  applicant  or 
the  date  of  taking  possession  or  under  a 
court  order  in  an  eminent  domain  pro¬ 
ceeding  or  under  a  voluntary  given  right 
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of  entry  and  possession,  wliichever  oc¬ 
curs  first. 

(d)  Rents  and  deposits.  Rents  and  de¬ 
posits  collected  by  a  seller  from  tenants 
shall  be  either  prorated  as  of  the  date  of 
closing  or  retained  by  the  seller  for  the 
rental  period  in  which  title  is  acquired 
by  the  applicant.  Any  deposits  or  rent 
prepaid  to  the  seller  beyond  the  end  of 
the  current  rental  period  or  beyond  1 
month  after  closing,  whichever  occurs 
first,  shall  be  paid  by  the  seller  to  the 
applicant  at  closing. 

(e)  Closing  costs.  The  expense  of  clos¬ 
ing,  including  examination  and  evidence 
or  assurance  of  title  and  preparation  and 
recording  instruments  of  conveyance  to 
the  applicant,  shall  be  paid  by  the  ap¬ 
plicant  as  an  eligible  project  cost.  But 
the  applicant  shall  not  pay  any  cost  of 
clearing  title. 

§1110.2.32  l)ol<-rniiii!nK  fair  iiiarkrt 
vultio. 

In  making  its  determinations  of  fair 
market  value,  the  applicant  shall  take 
the  following  actions: 

(a)  Appraisals.  Each  property  shall  be 
appraised  independently  by  two  com¬ 
petent  professional  appraisers  selected  by 
the  applicant.  An  additional  appraisal  is 
permitted  if  required  by  State  law,  if 
discrepancies  appear  in  the  two  ap¬ 
praisals  first  obtained,  or  there  is  pres¬ 
ence  of  trade  fixtures  in  a  property. 

(b)  Staff  review  of  appraisals.  The  ap¬ 
praisals  must  be  reviewed  by  a  competent 
staS  appraiser  or  a  private  professional 
appraiser  under  contract  to  the  appli¬ 
cant.  The  review  shall  require  the  ap¬ 
praisers  to  make  any  corrections  in  their 
reports  needed  to  ensure  substantial  con¬ 
sistency  in  factual  data  therein.  The  re¬ 
viewer  shall  determine  the  acceptability 
and  adeouacy  of  the  appraisal  reports, 
including  the  data  and  analyses  fur¬ 
nished  by  the  appraisers  to  support  their 
opinions  of  value.  The  review  shall  in¬ 
clude  an  on-site  inspection  of  the  prop¬ 
erty  and  of  the  comparable  properties 
considered  by  the  appraisers  in  deriving 
their  valuations.  If  the  reviewer  finds  the 
appraisal  reports  acceptable  and  properly 
documented,  he  shall  determine  for  each 
parcel  his  opinion  of  the  fair  market 
value  thereof.  The  reviewer  findings  shall 
be  set  forth  In  a  written  report  which 
shall  identify  the  appraisal  reports  re¬ 
viewed  and  explain  Uie  basis  for  his  con¬ 
clusion  as  to  fair  market  value. 

(c)  Applicant’s  determination  of  value. 
The  applicant  shall  study  its  review 
appraiser’s  fair  market  value  determina¬ 
tions  and  his  report  thereon.  With  re¬ 
spect  to  properties  for  which  the 
governing  body  of  the  applicant  accepts 
the  reviewer’s  report  and  valuations,  it 
shall  adopt  a  resolution  which  among 
other  things: 

(1)  Establishes  the  fair  market  value 
of  each  property; 

(2)  Identifies  each  property  by  name 
of  owner,  parcel  number  of  other 
identification: 

(3)  Delimits  the  property  and  the  in¬ 
terest  to  be  acquired  therein: 


(4)  Certifies  as  to  the  work  of  the 
appraisers  and  the  review  appraiser  with 
respect  to  each  property. 

With  respect  to  any  properties  for  which 
the  applicant  does  not  agree  with  its  re¬ 
view  appraiser’s  determinations  of  fair 
market  value,  the  applicant  shall  submit 
to  HUD,  for  determination  of  the  ac¬ 
quisition  price  which  may  be  included 
in  project  cost,  all  appraisal  reports  on 
the  properties,  the  reports  of  the  review 
appraiser,  a  statement  of  the  determina¬ 
tion  of  fair  market  value  proposed  by  the 
applicant  and  its  justification  therefor. 

(d)  Procedure  after  determining  fair 
market  value.  (DA  certified  copy  of  the 
resolution  of  the  applicant,  which  es¬ 
tablishes  the  applicant’s  determinations 
of  fair  market  value,  shall  be  sent  to 
HUD  promptly  after  its  adoption. 

(2)  After  submitting  the  resolution  to 
HUD,  the  applicant  shall  promptly  open 
negotiations  for  the  acquisition  of  the 
properties  involved  in  accordance  with 
the  Uniform  Rel(x:ation  Assistance  and 
Real  Property  Acquisition  Policies  Act  of 
1970  (Public  Law  91-646,  84  Stat.  1894) 
and  the  HUD  Secretary’s  rules  and  reg¬ 
ulations  issued  thereunder  (24  CFR  Part 
42). 

§  .1 10.2.3.3  Properly  of  Iim'dI  govoriinK'iil 
or  rorloin  oOicials. 

If  a  parcel  is  owned,  or  was  owned  at 
any  time  after  the  filing  of  the  applica¬ 
tion.  by  another  public  body,  a  member 
of  the  applicant’s  governing  body,  or  an 
officer  or  employee  of  the  applicant  who 
exercises  any  responsible  function  in 
carrying  out  the  project,  the  maximum 
amount  that  will  be  recognized  for  the 
acquisition  of  the  parcel,  whether  ac¬ 
quired  by  purchase  or  condemnation,  w'ill 
not  exceed  the  lowest  of  the  following: 

(a)  ’The  fair  market  value,  as  con¬ 
curred  in  by  HUD. 

(b)  The  price  paid  by  such  owner,  if 
the  owner  acquired  the  property  after 
the  filing  of  the  application,  except  by, 
or  as  a  consequence  of,  foreclosure  of  a 
tax  lien. 

(c)  ’The  price  received  by  such  owner, 
if  sold  after  the  filing  of  the  application. 

§  ,3  iO.231'  Value  of  piililir  properly.  ' 

’The  determination  of  fair  market  value 
for  a  property  owned  by  a  public  entity 
shall  not  reflect: 

(a)  Enhancement  or  depreciation  at¬ 
tributable  to  the  undertaking  of  the 
project. 

(b)  Enhancement  in  value  from  any 
cause  after  the  first  acquisition  of  pri¬ 
vately  owned  property  for  the  project. 

The  determination  of  fair  market  value 
shall  not  exceed  the  highest  satisfactory 
appraisal,  properly  adjusted  to  take  the 
foregoing  factors  into  account  and  shall 
be  the  value  of  the  property  for  private 
uses  for  which  the  property  is  suitable  or 
adaptable. 

§  .3  10.235  Acqui.oilion  of  slriicliiro^. 

(a)  Structures  located  on  land  being 
acquired,  may  be  acquired  and  their 
acquisition  cost  included  as  an  eligible 
project  cost,  if  In  the  judgment  of  the 
HUD  area  office  such  acquisition  does  not 


change  the  open  space  character  of  the 
project.  Unless  infeasible  or  impractical 
structures  w'hich  are  not  to  be  demolished 
should  be  considered  for  possible  recrea¬ 
tion  or  open  space  related  functions.  Eli¬ 
gible  costs  for  refurbishing  such  struc¬ 
tures  are  discussed  in  §  540.242. 

(b)  Where  demolition  is  contemplated 
and  permissible,  for  each  structure  the 
cost  of  acquisition,  demolition,  and  site 
clearance,  less  .salvage  value,  may  be  in¬ 
cluded  in  the  project  cost.  To  the  extent 
possible,  structures  to  be  demolished  and 
cleared  should  be  .‘^mall,  detrimental,  or 
dilapidated  and  substandard. 

§  .3  10.236  Mijrluagi*  or  ilml  »>f  lrii»l. 

Land  encumbered  by  mortgages  or 
deed-s  of  trust  may  be  acquired  provided : 

(a)  That  such  an  agreement  does  not 
extend  for  a  period  of  time  longer  than 
ten (10)  years: 

(b)  ’That  no  grant  payment  will  be 
made  until  the  amoimt  owing  on  the 
mortgage  or  deed  of  trust  note  has  been 
reduced  to  50  percent  of  the  certified 
fair  market  value  (FMV)  of  the  acquired 
property. 

§51-0.2.37  .ArqiiNilion  of  loss  iliaii  foo 
iiiloresl. 

Applicant  proposals  to  undertake  proj¬ 
ects  involving  acquisition  of  less  than  a 
fee  interest  in  land  will  be  considered  by 
HUD  on  a  case  basis.  Such  exemptions  to 
fee  simple  title  could  include  the  pur¬ 
chase  of  easements,  purchase  agree¬ 
ments  subject  to  life-estates,  lease-back 
arrangements  or  reserved  rights,  and 
short-  or  long-term  leases.  Specific  in¬ 
formation  on  allowable  exceptions  can  be 
obtained  from  the  HUD  Area  Office. 

§  510.238  nt-fd  re^l^i«■lion :  rerorclalioii. 

(a)  Deeds  and  other  instruments  re¬ 
quired  to  vest  title  of  record  in  the  appli¬ 
cant  shall  be  recorded.  For  each  assisted 
open  space  site,  applicants  shall  record 
in  the  deed  or  land  records  of  the  juris¬ 
diction  a  restriction  which  states  that 
the  sale,  lease,  mortgaging,  or  creation  of 
other  Indebtedness  or  other  transfer  of 
the  site  or  any  interest  therein  is  sub¬ 
ject  to  the  prior  approval  of  the  Secre¬ 
tary  of  Housing  and  Urban  Development 
and  for  properties  listed  on  the  National 
Register  of  Historic  Places  prior  approval 
of  the  Secretary  of  HUD  and  the  Secre¬ 
tary  of  the  Interior  must  be  provided  for. 

(b)  Cost  of  recordation  is  an  eligible 
project  cost. 

§  .310.2.39  Eligililr  drvoloitiiieiil 

Development  and  clearance  activities 
are  eligible  under  the  Program.  Such  ac¬ 
tivities  must  be  compatible  with  the  na¬ 
ture  of  the  community’s  control  of  the 
land.  If  a  community  controls  lands  by 
means  of  a  short-term  lease,  then  assist¬ 
ance  will  not  be  provided  for  expensive 
and  immovable  types  of  development. 
Projects  undertaken  as  “urban  shapers’’ 
(75  percent  grants  for  land  acquisition 
cost)  may  include  development  (50  per¬ 
cent  grant)  where  the  development  Is 
compatible  i\ith  both  the  immediate  and 
long-term  use  of  the  land  and  where  the 
project  is  in  a  defined  urban  area. 
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§  .>10.210  Timing  of  development  aetiv* 
ities. 

( a )  Envelopment  activities  begun  prior 
to  the  issuance  of  a  letter  of  consent  will 
not  be  eligible  for  assistance.  Develop¬ 
ment  is  considered  commenced  as  of  the 
date  the  applicant  becomes  imcondi- 
tionally  bound  by  a  contract  or  issues  a 
work  order  covering  the  activities  in 
question,  or  actually  begins  the  activities, 
whichever  is  earlier. 

<b)  In  combined  acquisition  and  de¬ 
velopment  projects,  development  must 
be  commenced  either  within  6  months  of 
the  date  the  land  is  acquired  or  the  con¬ 
tract  for  the  project  is  executed,  which¬ 
ever  is  later.  All  activities  must  be  com¬ 
pleted  within  12  months  of  contract 
execution. 

(c)  Where  a  project  involves  develop¬ 
ment  only,  activities  must  commence 
within  6  months  of  contract  execution 
and  be  completed  within  12  months  of  the 
contract  execution  date. 

<d)  HUD  will  give  priority  status  to 
applications  involving  areas  where  there 
is  a  critical  need  for  recreational  facili¬ 
ties,  and  which  contemplates  immediate 
development  of  such  facilities. 

§.>10.211  and  re  Inraliiiri 

planning. 

Site  design  plans,  detailed  construc¬ 
tion  drawings,  and  specifications,  and 
restoration  plans,  drawings,  and  specifi¬ 
cations  are  required  for  all  development 
and  restoration  projects  carried  out  un¬ 
der  the  program.  Preparation  of  such 
plan.s,  drawings,  and  specifications  may 
be  undertaken  prior  to  the  submission 
of  an  application;  however,  the  cost  of 
such  preparation  will  be  eligible  as  part 
of  project  costs  only  if  undertaken  after 
issuance  of  an  authorization  to  proceed 
(see  §  540.247).  Notwithstanding  the 
foregoing  restrictions,  the  reasonable 
costs  of  preliminary  and  general  plan¬ 
ning  necessary  to  estimate  project  costs 
for  application  or  preapplication  pre¬ 
paration  W'ill  be  eligible  for  inclusion  in 
project  costs  even  if  incurred  prior  to 
issuance  of  an  authorization  to  proceed. 

§  .>10.212  Park  dfvi-lopiiM'nI. 

Plans  Tor  developing  park  and  open- 
space  land  must  irusure  that  the  land’s 
character  as  oiien  space  is  preserv  ed. 

(a)  Structures.  (1)  As  a  general  rule, 
no  more  than  10  ijcrcent  of  the  area  of  a 
site  may  be  occupied  by  structures  or 
buildings  not  being  preserved  under  his¬ 
toric  preservation.  However,  when  the 
area  to  be  acquired  is  2  acres  or  less,  the 
10  percent  limitation  may  be  waived. 
Recreation  improvements  such  as  game 
courts  or  minor  structural  apparatas 
such  as  playground  equipment  are  not 
included  in  the  10  percent  computation. 
The  applicant  must  obtain  prior  HUD 
approval  of  any  construction  which 
would  result  in  covering  more  than  10 
percent  of  an  op>en-space  site  with  major 
structures  or  buildings,  whether  or  not 
HUD  assistance  is  required  for  the  pro- 
pased  develdiiment  activities. 

(2)  Applicants  planning  to  use  a  por¬ 
tion  of  an  assisted  site  for  the  location  of 
any  building  or  other  structure  not 


clearly  related  to  public  recreation  and 
other  leisure  time  activities,  must  obtain 
advance  i>ermisslon  in  writing  from 
HUD. 

(b)  Swimming  pools.  (1)  Pools  serv¬ 
ing  either  low-income  or  high  density 
populations  or  both  will  be  eligible  for 
grant  assistance.  To  meet  the  low- 
income  requirement  the  median  family 
income  of  the  service  area  of  a  swimming 
pool  would  be  $5,000  or  less.  HUD  will 
consider  waivers  for  special  situations. 
To  meet  the  high  density  requirements 
the  pool  must  be  located  in  an  area  that 
is  zoned  for  high  density  uses,  such  as 
high-rise  apartments,  multiple  family 
dwellings  and  row  houses. 

(2)  Year-round  pool  facilities  are 
eligible  for  assistance  under  the  pro¬ 
gram.  Such  assistance  may  include  up  to 
$100,000  per  project  in  grant  funds  for 
the  costs  of  any  structure  providing 
weather  protection. 

(c)  Other  development.  Basic  activi¬ 
ties  for  making  a  park  site  useable  or  in¬ 
creasing  its  usefulness  may  be  funded 
under  the  program.  Such  activities 
include: 

(1)  Transportation  and  circulation. 
Roadways,  vehicular  bridges,  and  park¬ 
ing  areas  as  well  as  sidewalks,  foot 
bridges,  and  paths  for  walking,  hiking, 
and  bicycle  riding. 

(2)  Landscaping  and  basic  site  im¬ 
provement.  Grading,  planting,  and  seed¬ 
ing.  Construction  of  retaining  walls, 
bulkheads,  curbing,  fencing,  directional 
signs,  site  markets,  and  fixtures  neces¬ 
sary  for  safety  measures. 

(3)  Utilities.  Installation  of  basic  util¬ 
ities  needed  to  serve  the  area,  including 
sanitary  sewers,  storm  sewers,  and  drain¬ 
age  systems,  water  lines  and  water  fa¬ 
cilities,  electric  facilities,  lighting  fix¬ 
tures,  and  undergrounding  of  utility 
lines. 

(4)  Recreational  facilities  and  equip¬ 
ment.  Facilities  having  long-term  use¬ 
fulness,  including  playground  apparatus, 
paved  game  courts,  game  fields,  wading 
pools,  fountains  and  reflecting  pools, 
equipment  for  use  by  particular  age 
groups,  such  as  the  elderly,  and  picnic 
areas  including  fireplaces,  tables,  and 
shelters. 

(5)  Improvement  of  acquired  struc¬ 
tures.  Minor  refurbishing  of  structures 
acquired  shall  be  allowed  if  the  building 
will  be  used  for  recreation  purposes. 
Eligible  costs  for  the  restoration  of  his¬ 
toric  structures  listed  on  the  National 
Register  are  discussed  in  §  540.245. 

§  .>10.21.3  Environ  iiK'nIul  iniprove- 

incnls. 

Activities  designed  to  make  public 
lands  more  pleasing  to  the  eye,  more  at¬ 
tractive  and  compatible  with  their  sur¬ 
rounding  area,  and  more  useful  to  resi¬ 
dents  may  be  assisted.  Generally,  assist¬ 
ance  will  not  be  provided  for  the  con¬ 
struction  of  buildings;  however,  small 
structures,  such  as  bus  shelters  and 
kiosks  may  be  eligible  for  assistance  If 
they  contribute  to  the  greater  use  and 
enjoyment  of  public  lands.  Eligible  ac¬ 
uities  under  this  category  are  as 
follows: 


(a)  Malls,  squares,  and  plazas.  Con¬ 
struction  or  installation  of  fountains, 
decorative  pavement  and  lighting, 
planters,  street  furniture,  kiosks,  lava¬ 
tories,  sculpture,  and  similar  improve¬ 
ments.  Activities  in  behalf  of  the  arts 
such'  as  construction  of  facilities  for  out¬ 
door  exhibits  may  also  be  included:  how¬ 
ever,  the  applicant  should  consult  with 
HUD  in  cases  where  the  cost  of  such 
facilities  will  be  more  than  nominal. 

(b)  Improvement  of  linking  areas  of 
the  community.  Community-wide  im¬ 
provement  of  streets,  greenways,  park¬ 
ways,  stream  valleys,  rights-of-ways, 
and  other  nonrecreatlonal  public  places. 
Eligible  activities  include  tree  planting, 
landscaping  design,  construction,  signs, 
undergrounding  of  utilities,  and  other 
measures  to  beautify  the  area  over  and 
above  normal  maintenance. 

(c)  Public  buildings  and  sites.  Instal¬ 
lation  of  landscaping,  special  fencing, 
lighting  and  paving,  wall  murals,  mosaics 
and  effect  lighting.  In  all  cases,  the  site 
for  which  assistance  is  granted  must  be 
available  to  the  general  public. 

§  i>  10.2 1 1  I’mlorprouiiil  placonient  of 

iilility  (lisirihution  systems. 

.  As  used  in  this  subpart,  the  term,  “util¬ 
ity  distribution  systems,”  means  existing 
low-voltage  overhead  electric  and  tele¬ 
phone  utility  distribution  lines  or  sys¬ 
tems.  Underground  placement  of  high 
voltage  distribution  systems  is  not  elig¬ 
ible  for  funding  under  the  program. 
Underground  placement  of  portions  of 
existing  utility  distribution  systems 
located  on  a  program  assisted  site  will  in 
no  event  be  funded  unless  the  locality  has 
adopted  and  is  enforcing  legal  measures 
to  assure  that  utility  distribution  systems 
installed  in  the  future  will  be  placed 
underground.  If  the  utility  company  may 
legally  be  required  to  place  existing  lines 
underground  at  its  own  expense,  no  part 
of  the  cost  is  eligible  for  grant  assistance. 
However,  if  the  utility  company  may  not 
be  so  required,  the  net  cost  of  placing  a 
portion  of  an  existing  system  under¬ 
ground,  which  portion  is  located  on  a 
program  assisted  site  is  eligible  for  fund¬ 
ing.  “Net  cost”  means  the  cost  remaining 
after  the  salvage  value  of  transformers 
and  other  salvable  equipment  has  been 
deducted.  If  capacity  is  increased  at  the 
same  time  that  utilities  are  placed 
underground,  the  cost  attributable  to 
increa.se  of  capacity  is  not  eligible  for 
assistance. 

§!>10.21.>  F.ligiMc  lli^l«>ric  preserval'ioii 

arlivitics. 

In  addition  to  the  activities  previously 
listed  under  park  development  and  en¬ 
vironmental  improvements,  thei’e  are  a 
number  of  special  activities  relating  to 
historic  preservation  which  are  eligible 
for  funding  under  the  program. 

(a)  Acquisition,  restoration,  and  other 
eligible  activities.  (1)  Acquisition  of  prop¬ 
erties  (see  §  540.229). 

(2)  Restoration  of  historic  sites,  areas, 
and  structures  to  which  the  applicant 
has  title  or  other  pennanent  interest  ap¬ 
propriate  to  the  proposed  project. 
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(3)  Construction  and  stabilization 
costs  to  make  historic  buildings  struc¬ 
turally  safe. 

(4)  Architectural  fees  and  related  pro¬ 
fessional  services  essential  to  restoration, 
including  necessary  historical  research 
and  measured  drawings. 

(5)  If  historic  structure  to  be  restored 
is  to  be  used  for  private  purposes,  only 
costs  of  external  restoration  and  costs  of 
making  the  structure  safe,  are  eligible. 

(6)  If  historic  structure  will  be  open 
to  the  public  on  a  regular  basis,  complete 
restoration  of  the  interior  building  com¬ 
ponents  will  be  eligible.  This  includes 
detailed  restoration  of  nonstructural  fix¬ 
tures,  and  of  interior  works  of  art  which 
are  an  integral  part  of  the  structure. 

(7)  If  the  structure  will  be  open  to  the 
public  but  complete  interior  restoration 
is  not  planned,  program  funds  may  be 
used  for  interior  construction  work  to 
make  the  building  useable.  This  will  in¬ 
clude  basic  interior  finish  and  detailing. 

(8)  Exploratory  engineering  or  archi¬ 
tectural  investigation  for  the  purpose  of 
determining  stmctural  integrity,  making 
restoration  or  rehabilitation  cost  esti¬ 
mates,  or  determining  whether  structure 
is  safe  to  the  public. 

(b)  Moving  historic  structures.  Mov¬ 
ing  an  historic  structure  will  be  funded  if 
evidence  is  presented  that  the  structure 
faces  imminent  danger  of  loss  unless 
moved.  The  following  are  eligible  moving 
costs: 

(1)  Stabilization  of  structure  neces¬ 
sary  for  transportation. 

<2)  Transpoiiation  of  structure. 

(3)  Rough  grading  and  preparation 
of  new  site  and  provision  of  suitable 
foundation. 

(4)  Public  utility  disconnections  and 
reconnections  as  necessary. 

(5)  Acquisition  cost  of  new  site  only 
when  there  is  no  suitable  publicly  owned 
site. 

§  S  10.2 16  Projerl  ‘^elvrlion  system. 

(a)  General.  (1)  Project  selection  is 
a  systematic  method  of  selecting  for  ap¬ 
proval  those  applications  which  best 
meet  the  national  goals  of  the  legislation. 

(2)  The  method  of  selection  relies  on 
Information  provided  in  the  application : 
therefore,  applicants  are  urged  to  refer 
to  the  ranking  criteria  which  follow 
to  ensure  that  pertinent  information 
about  each  project  which  might  influence 
its  ranking  is  submitted  with  the 
application. 

(b)  Ranking  of  applications  and  fund¬ 
ing  decisions — <1)  Priority  projects. 
Those  priority  projects  receiving  letters 
of  fund  assurance  shall  be  classified  as 
to  output  classification  and  be  processed 
for  technical  compliance  and  announce¬ 
ment.  The  following  types  of  high  pri¬ 
ority  activities  may  receive  preapplica¬ 
tion  fund  assurance  by  submitting  a  let¬ 
ter  of  Intent; 

(i)  Requests  to  develop  open  space  in 
service  areas  where  existing  public  open 
space  is  under  2.5  acres  per  thousand 
population.  Project  development  must 
take  place  within  1  year. 

(ii)  Requests  to  provide  open  space 
opportunities  within  a  year  to  low-  or 
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moderate-income  housing  developments. 
These  housing  developments  must  in¬ 
volve  50  or  more  housing  units  and  must 
be  already  existing  or  planned  for 
construction. 

(iii)  Requests  from  a  State  or  county 
to  construct  recreational  facilities  within 
a  year  on  a  site  accessible  to  the  central 
city  in  the  already-developed  or  develop¬ 
ing  part  of  a  Standard  Metropolitan 
Statistical  Area  (SMSA>.  Acce.'s  might 
be  by  public  transportation  or  by  some 
special  transit  program. 

(iv)  Requests  to  develop  within  1 
year,  open  space  facilities  serving  low- 
income  citizens  in  built-up  portions  of 
urban  areas.  Citizen  participation  in 
selecting  and  planning  the  site  should 
be  evidenced  and  if  a  model  city  neigh¬ 
borhood,  a  favorable  statement  from  the 
CDA  Director  should  be  attached.  These 
priority  projects  receiving  letters  of  fund 
assurance  shall  be  classified  as  to  output 
classification  and  be  processed  for  tech¬ 
nical  compliance  and  announcement. 

(2>  Nonpriority  projects,  (i)  Nonpri¬ 
ority  projects  shall  be  classified  as  to 
output  group  and  considered  for  pos¬ 
sible  funding  based  on  their  ability  to 
meet  the  ranking  criteria  and  within 
funding  constraints  of  each  output 
group.  Once  applications  in  a  decision  set 
have  been  classified  into  program  out¬ 
put  groups,  they  are  ranked  within  each 
output  group  by  a  series  of  paired  com¬ 
parisons.  Under  this  technique,  any  two 
applications  are  compared  with  each 
other  on  the  basis  of  the  criteria  for  the 
group.  One  application  is  ranked  above 
the  other  and  then  a  third  application 
is  ranked  separately  with  the  first  two, 
being  compared  against  them  one  at  a 
time.  This  process  is  repeated  for  the 
whole  group  so  that  each  application 
has  been  ranked  against  all  others. 

fii)  Once  all  of  the  output  groups  have 
been  ranked,  the  budget  for  the  decision 
set  is  distributed  among  the  output 
groups  by  the  area  office.  The  top  10  per¬ 
cent  of  applications  not  funded  will  be 
held  for  a  second  analysis  in  the  next 
decision  set;  the  balance  will  be  returned 
to  the  applicant.  No  application  will  be 
ranked  in  more  than  two  decision  sets. 

(c)  Project  analysis.  The  project  selec¬ 
tion  system  involves  three  basic  steps: 
(1)  Classification  of  each  site  into  a 
“program  output  group,”  (2)  ranking  of 
sites  within  each  group  according  to 
specific  criteria  established  for  each 
group,  and  <3)  decision  on  funding  each 
program  output  group  within  the  budget. 
Sites  are  classified  into  one  output  group 
that  best  characterizes  the  site  and  its 
use. 

(d)  Program  output  groups — (1)  Gen¬ 
eral.  Projects  classified  in  Groups  A,  B, 
and  D  must  be  within  Standard  Metro¬ 
politan  Statistical  Areas  (SMSA’s). 
Groups  C  and  P  include  both  SMSA  and 
non-SMSA  areas;  Group  E  includes  non- 
SMSA  areas  only. 

(2)  Group  A — Encouragement  of  bet¬ 
ter  urban  form;  tracts  that  will  demon¬ 
strably  help  guide  urban  development  or 
redevelopment  (urban  shaping  proj¬ 
ects) — (1)  General  considerations,  (a) 
The  key  word  is  “demonstrably.”  Essen- 
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tially  all  public  acquisitions  of  land  have 
some  effect  on  urban  development,  either 
present  or  future.  This  group  is  limited 
to  open  space  proposals  involving  acqui¬ 
sitions  clearly  intended  as  shaping  me¬ 
chanisms.  Examples  are  such  elements  of 
guiding  growth  as  preventing  the  de¬ 
velopment  of  flood  plains  for  incompati¬ 
ble  uses,  separation  of  land  uses,  buffers, 
and  reservation  of  stream  valleys. 

(b>  Classification  of  proposals  into 
this  group  must  recognize  the  element  of 
shape  and  scale  for  effectiveness.  Minor 
acqui.sitions  whose  shaping  influence 
would  be  limited  to  the  land  immediately 
adjoining  would  not  qualify  for  this 
group. 

(c)  Large  acquisition  whose  effect 
could  not  be  registered  within  the  next 
5-7  years  should  not  be  included  in  this 
group,  even  though  the  site  could  even¬ 
tually  have  long-range  shaping  influence 
a  decade  or  more  hence. 

(ii)  Ranking  criteria,  (a)  Evidence 
of  techniques  other  than  land  acquisition 
being  effectively  used  to  guide  urban 
growth  and  development,  such  as  ordi¬ 
nances  and  activities  supix)rting  less- 
than-fee  preservation  of  open  space,  tax 
incentives,  and  regulations  for  planned 
unit  developments. 

(b)  Degree  to  which  the  form  and 
timing  of  the  project  can  be  expected 
effectively  to  guide  growth  or  develop¬ 
ment  by  preventing  sprawl,  separating 
land  uses  or  densities,  preventing  uneco¬ 
nomical  development,  etc. 

(c)  Degree  to  which  the  project  is 
geared  to  the  planning  process  and  is 
specifically  related  to  projected  growth. 

(d)  Imminence  of  loss  to  incompati¬ 
ble  development. 

(e)  Evidence  of  community  need  for 
Federal  assistance,  including  frequency 
and  volume  of  prior  grants. 

(3)  Group  B-1 — Areas  providing 
needed  open  space  opportunity  in  lou'- 
income  neighborhoods — (i)  General  con¬ 
siderations.  (a)  Neighborhood  or  com¬ 
munity  here  means  the  service  area  of  the 
specific  project — within  a  lO-rninute 
walk  for  a  tot  lot  in  a  densely  build-up 
area,  within  the  city  limits  for  a  city¬ 
wide  park,  and  so  forth.  Sites  may  range 
in  size  from  a  few  thousand  square  feet 
to  10  to  20  acres  or  more. 

(b)  Median  family  income  in  the  .serv¬ 
ice  area  or  neigborhood  of  the  project 
below  $5,000  .shall  be  taken  as  sufficient 
evidence  to  warrant  cla.s.sification  in  this 
group.  This  standard  is  not  inflexible, 
however.  Other  cases  where  the  facility 
is  specifically  designed  to  serve  the  needs 
of  low-income  families,  and  where  access 
to  the  site  is  available  or  will  be  pro¬ 
vided  by  the  community  may  al.so  fit 
this  group. 

(ii)  Ranking  criteria.  All  projects  in 
this  group  are  eligible  for  fund  assur¬ 
ance  and  will  not  be  subject  to  the  proj¬ 
ect  selection  system. 

(4)  Group  B-2 — Neighborhood  parks — 
(1)  General  considerations,  (a)  Tliis 
group  Includes  most  small  parks  and 
recreation  areas  and  Includes  projects 
whose  primary  function  is  the  provision 
of  active  outdoor  recreation  to  large 
numbers  of  people.  It  includes  organized 
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game  areas,  tot  lots,  most  small  to  mod¬ 
erate  size  dty  and  neighborhood  parka 
(except  where  any  of  the  aforementioned 
facilities  are  in  a  low-income  area.  In 
which  case  they  would  be  classed  aa 
B-1). 

(d)  Areas  over  20  acres  would  not 
normally  meet  this  group  definition.  The 
existence  of  smaller  areas  within  a  large 
facility  which  are  Intended  for  intensive 
development  (such  as  a  children’s  play¬ 
ground  in  a  large  regional  park)  woidd 
not  qualify  the  larger  area  for  classifica¬ 
tion  in  this  group. 

<ii)  Ranking  criteria,  (a)  Degree  to 
which  the  proposed  project  will  meet  the 
needs  of  a  broad  spectrum  of  the  service 
area  population.  Including  its  ac¬ 
cessibility  by  w'alking  or  public 
transportation. 

(b)  Evidence  of  unmet  recreation 
needs. 

(c)  Evidence  of  rapid  community 
growth. 

*  (d)  Proximity  of  the  project  to  the 
city  center. 

(e)  Evidence  of  intent  to  develop  the 
area  for  immediate  iise. 

(/)  Imminence  of  loss  or  incompatible 
development. 

(g)  Number  of  people  who  may  bene¬ 
fit  from  the  project  relative  to  the  in¬ 
vestment. 

(h)  Evidence  site  is  the  last  remain¬ 
ing  suitable  undeveloped  land  in  a 
neighborhood. 

(*)  Evidence  of  community  need  for 
Federal  assistance,  including  frequency 
and  volume  of  prior  grants. 

(5)  Group  B-3 — General  recreation 
areas — (1)  General  considerations.  This 
group  includes  most  large  city  parks, 
regional  parks,  and  areawnde  facilities. 
It  Includes  many  areas  devoted  to  hunt¬ 
ing,  fishing,  picnicking,  camping,  hiking, 
nature  study,  ski  areas,  and  most  land  to 
be  developed  for  golf  courses. 

(li)  Ranking  criteria,  (a)  Evidence  of 
immet  recreation  needs. 

(b)  Evidence  of  rapid  community 
growth. 

(c)  Proximity  of  the  project  to  the  city 
center,  and  accessibility  by  wralking  or 
public  transportation. 

(d)  EJvidence  of  intent  to  develop  area 
for  immediate  use. 

(c)  Imminence  of  loss  or  incompatible 
development. 

(/)  Evidence  of  priority  assigned  the 
project  in  areawdde  and  local  planning 
and  programing. 

(g)  Number  of  people  who  may  benefit 
from  the  project  relative  to  the  invest¬ 
ment. 

(h)  Evidence  site  is  the  last  remaining 
suitable  undeveloped  land  in  the  service 

'  area. 

(i)  Evidence  of  community  need  for 
Federal  assistance,  including  frequency 
and  volume  of  prior  grants. 

(6)  Group  C — Historic  sites  and  struc¬ 
tures  including  non-SMSA — (i)  Gen¬ 
eral  considerations,  (a)  This  group 
includes  all  projects  Intended  primarily 
la  preserve  historic  sites,  structures, 
buildings,  or  objects.  It  also  Includes  the 
area  Immediately  surrounding  the  his¬ 
toric  site  that  will  be  treated  as  part  of 
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the  same  complex.  Large  areas  having 
historical  buildings  will  not  automati¬ 
cally  be  classified  in  this  group,  unless 
the  primary  function  of  the  entire  area 
is  to  preserve  or  protect  the  historic  sites, 

(b)  This  group  is  normally  limited  to 
relatively  small  sites  (20  acres  or  less)  at 
the  location  of  the  historic  site. 

(c)  In  selecting  projects  for  grant  as¬ 
sistance,  HUD  will  give  special  considera¬ 
tion  to  those  projects  which  are  related 
to  the  Department’s  broad  goals  and 
which  help  support  other  IIUD-asslsted 
activities. 

(ii)  Ranking  criteria.  The  following 
factors  will  be  considered  in  evaluating 
projects  for  grant  assistance : 

(a)  Potential  contribution  to  the  com¬ 
munity  or  area  in  light  of  planned  use  of 
the  property. 

(b)  Historic  or  architectural  signifi¬ 
cance  of  the  site,  structure,  or  area. 

(c)  Evidence  of  need  for  Federal  as¬ 
sistance. 

(d)  Imminence  of  loss,  including  an¬ 
ticipated  construction,  use  change,  de¬ 
terioration,  etc. 

(e)  Priority  of  project  in  any  existing 
State  or  areawide  historic  preservation 
plan. 

(/)  Potential  contribution  to  the  com¬ 
munity  or  area  in  light  of  the  project’s 
relationship  to  other  HUD  goals,  includ¬ 
ing  citizen  participation  and  the  rela¬ 
tionship  to  programs  and  projects  de¬ 
signed  to  help  meet  the  Nation’s  housing 
goals. 

(7)  Group  D — Scenic  and  conservation 
areas — (1)  General  considerations,  (a) 
’This  group  is  largely  devoted  to  resource- 
oriented  open  space  projects.  Examples 
of  typical  areas  Include  a  municipal 
watershed,  a  nature  area,  a  scenic  vista, 
preservation  of  wetlands,  examples  of 
the  natural  environment,  small  forest 
preserves,  ecologic  laboratories,  general 
watershed  protection  areas,  wildlife  sanc¬ 
tuaries  and  habitat,  and  similar  areas. 

(b)  Areas  classified  in  this  group  may 
Involve  some  use  of  the  area  for  outdoor 
recreation,  including  hxmtlng,  fishing, 
camping,  picnicking,  hiking,  skiing,  na¬ 
ture  walks,  and  so  forth. 

(li)  Ranking  criteria,  (a)  Evidence 
that  the  project  will  meet  an  urgent 
local  need. 

(b)  Evidence  of  priority  afforded  the 
project  by  areawide  and  local  planning 
and  programing. 

(c)  EMdence  of  multiple  open  space 
uses  being  served,  and  if  recreation  is 
involved,  accessibility  of  the  area  by  pub¬ 
lic  transportation  and  intensity  of  use. 

(d)  Evidence  the  project  is  a  key  part 
of  an  open  space  plan. 

(e)  Evidence  that  less-than-fee  ac¬ 
quisition  will  not  suffice. 

(/)  Evidence  site  is  ttie  last  remaining 
suitable  for  this  purpose  in  a  community 
or  neighborhood. 

(g)  Ecological  significance. 

(b)  Evidence  of  commimity  need  for 
Federal  assistance.  Including  'frequency 
and  volume  of  prior  grants, 

(8)  Group  E — Small  toums  (.except 
historic  projects — (1)  General  considera¬ 
tions.  This  group  Includes  all  open  space 
projects  (except  historic  projects)  from 


applicants  outside  Standcj-d  Metropoli¬ 
tan  Statistical  Areas.  The  purpose  of  this 
group  is  to  recognize  the  differences  of 
scale,  purpose,  size  of  clientele,  and  dollar 
magnitudes  more  often  involved  in  pro¬ 
posals  submitted  by  smaller  communities 
outside  SMSA’s.  Within  the  group,  a  sub- 
classification  should  be  assigned  to  place 
the  project  in  Groups  A,  B,  or  D.  This 
subgrouping  is  used  for  identification 
purposes. 

(il)  Ranking  criteria,  (a)  Evidence 
that  the  project  will  meet  an  urgent  local 
need. 

(b)  Evidence  of  priority  afforded  the 
project  by  local  programing. 

(c)  Evidence  the  proposal  will  have 
substantial  favorable  economic  Impact — 
e.g.  Increased  tourism. 

(d)  Evidence  of  Intent  to  develop  area 
for  immediate  use. 

(e)  Evidence  of  local  financial  con¬ 
tribution. 

(/)  Relative  number  of  people  who 
may  benefit  from  the  project  for  the 
Investment  required. 

(g)  Evidence  of  commimity  need  for 
Federal  assistance,  including  frequency 
and  volume  of  prior  grants. 

(9)  Group  F — Environmental  im¬ 
provements — (1)  General  considerations. 
Tills  group  Includes  community-wide 
efforts  to  Improve  the  overall  appearance 
of  a  commimity  or  neighborhood.  Par¬ 
ticular  emphasis  is  placed  on  those  areas 
which  although  not  yet  blighted  to  the 
point  of  requiring  major  rehabilitation, 
are  ugly  and  uninviting — lacking  in  im¬ 
provements  so  Important  to  a  sense  of 
community  spirit. 

(il)  Ranking  criteria,  (a)  Evidence 
that  predominant  costs  of  activities  in¬ 
cluded  in  the  application  will  be  allocated 
for  residential  or  resldentlally  related 
activities. 

(b)  Degree  to  which  the  form  and 
timing  of  the  project  can  be  expected  to 
effectively  help  in  the  overall  upgrading 
of  the  neighborhood  or  community  and 
extent  to  which  this  program  is  coordi¬ 
nated  with  other  programs  and  regula¬ 
tions  to  Improve  the  quality  of  the 
environment. 

(c)  Evidence  of  community  need  for 
Federal  assistance,  including  frequency 
and  volume  of  prior  grants. 

(d)  Special  urgency  in  the  need  for 
grant  funds  resulting  from  such  factors 
as  rapid  Increase  in  population  or  where 
the  project  will  benefit  low  and  moderate 
income  persons  in  an  area  being  devel¬ 
oped  for  new  residents,  high  population 
density,  natural  disasters,  or  an  unem¬ 
ployment  problem  among  the  disadvan¬ 
taged  or  minority  group  members. 

(e)  ’The  adequacy  of  the  local  capital 
Improvements  program  as  it  relates  to 
the  development  of  a  continuing  en¬ 
vironmental  Improvement  effort. 

(10)  Special  cases.  (1)  Malls  and 
plazas  are  classified  as  Group  A. 

(11)  Very  large  open  space  systems  re¬ 
lated  to  a  metropolitan  area  are  classi¬ 
fied  as  Group  A. 

(Hi)  Beaches  are  cla.sslfled  as  either 
Group  B-1  or  B-2,  as  appropriate. 
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(iv)  School-park  complexes  are  classi¬ 
fied  as  either  Group  B-1  or  B-2,  as 
appropriate. 

§  210.247  Submi.xsion  and  procoi^xiiiK 
rcqtiirenicnlK. 

(a)  Applications.  Application  forms 
and  technical  assistance  in  application 
preparation  are  provided  by  HUD  area 
offices.  Preapplication  conferences  will 
usually  be  required  for  new  applicants 
and  may  be  required  for  any  other  appli¬ 
cant  at  the  discretion  of  the  HUD  office. 
Applicants  are  encouraged  to  submit  a 
consolidated  application  covering  all 
program  assisted  activities  planned  for  1 
year. 

(b)  Letters  of  intent.  Applicants  may 
file  a  complete  program  application  or 
a  letter  expressing  intent  to  submit  an 
application.  If  the  applicant  submits  a 
letter  of  intent,  it  must  contain  enough 
information  to  qualify  the  site(s)  pro¬ 
posed  for  assistance  in  one  of  the  priority 
categories  listed  in  §  540.246  and  must  in¬ 
clude  the  following  information ; 

(1)  Name  and  address  of  the  official 
applicant  agency. 

(2)  General  (neighborhood)  location 
of  the  site(s)  to  be  acquired  and/or 
developed. 

(3)  Estimated  total  project  acreage 
and  cost  (including  acquisition  and 
development) . 

(4)  A  commitment  to  acquire  the  land 
and/or  complete  development  within  1 
year. 

(5)  If  specific  sites  are  planned,  then 
comments  from  the  Areawide  Planning 
Agency  and  the  A-95  Clearinghouse  are 
needed. 

(c)  Letters  of  assurance.  (1)  Upon  re¬ 
ceipt  of  a  letter  of  intent,  HUD  may  issue 
a  “letter  of  assurance”  immediately,  but 
in  any  event  HUD  will  respond  to  the  ap¬ 
plicant  within  1  week  either  providing  a 
letter  of  assurance,  or  explaining  to  the 
applicant  why  such  assurance  will  not  be 
issued. 

(2)  The  letter  of  assui'ance  will  tem¬ 
porarily  set  aside  the  necessary  funds, 
following  which  the  community  will  have 
120  days  to  complete  the  necessary  ac¬ 
tions  that  can  permit  formal  submission 
of  a  complete  application.  If  the  appli¬ 
cant  has  not  “taken  up”  the  assurance 
at  the  end  of  the  120-day  period,  the 
assurance  will  be  canceled. 

(d)  Condemned  land.  If  a  condemna¬ 
tion  proceeding  has  been  instituted  with 
respect  to  any  land  covered  by  an  ap¬ 
plication  for  grant,  the  application  docu¬ 
mentation  shall  identify  the  parcels  for 
which  condemnation  proceedings  have 
been  instituted  and,  with  respect  to 
those  parcels,  include  the  following: 

(1)  An  opinion  by  the  legal  coimsel 
for  the  applicant,  establishing  the  legal 
authority  of  the  applicant  to  discontinue 
the  condemnation  proceedings  at  any 
time  prior  to  judgment  without  incur¬ 
ring  substantial  liability  or  penalty,  and 

(2)  A  statement  that  the  applicant 
complied  with  HUD  land  acquisition  pol¬ 
icy  requirements  prescribed  in  §  240.230 


and  describing  the  negotiations  under¬ 
taken  to  purchase  each  parcel. 

(e)  Flood  plain  areas.  If  a  proposed 
project  is  located  within  the  limits  of 
a  flood  plain  area,  the  applicant  should 
contact  the  HUD  Area  Office  for  instruc¬ 
tions. 

(f)  Processing  procedures.  Upon  re¬ 
ceipt  of  the  application,  HUD  will  assign 
a  project  number.  A  notification  will  im¬ 
mediately  be  sent  to  the  applicant  ac¬ 
knowledging  receipt  of  the  application, 
giving  the  assigned  project  number  and 
indicating  that  the  application  has  been 
accepted  for  processing  or  if  not,  why 
not.  If  nonremediable  defects  are  noted 
(such  as  ineligibility  of  proposed  proj¬ 
ect).  the  applicant  will  be  advised  that 
the  applicant  is  rejected  for  nonremedi¬ 
able  reasons.  If  the  application  is  incom¬ 
plete,  the  applicant  will  be  given  30  cal¬ 
endar  days  to  submit  the  additional  ma¬ 
terial.  If  requested  informations  is  not 
received  within  30  calendar  days,  the 
application  may  be  canceled  and  re¬ 
turned  to  the  applicant. 

(g)  Authorization  to  proceed.  (1)  The 
program  cannot  assist  land  acquisition 
or  project  development  activities  com¬ 
menced  prior  to  express  HUD  authoriza¬ 
tion  to  proceed. 

(2)  Property  will  be  considered  ac¬ 
quired  as  of  the  date  a  mutually  binding 
purchase  agreement  is  executed,  title  is 
transferred,  or  a  condemnation  proceed¬ 
ings  is  initiated  which  cannot  be  dis¬ 
continued  without  incurring  substantial 
liability  or  penalty,  whichever  is  earlier. 

(3)  Development  will  be  considered 
commenced  as  of  the  date  the  applicant 
becomes  unconditionally  boimd  by  a  con¬ 
tract  or  issues  a  work  order  covering  the 
activities,  or  actually  begins  the  activi¬ 
ties,  whichever  is  earlier, 

(4)  The  letter  acknowledging  applica¬ 
tion  receipt  is  not  an  authorization  to 
proceed. 

(5)  HUD  authorization  to  proceed 
with  activities  under  a  pending  applica¬ 
tion  in  advance  of  a  decision  on  the  ap¬ 
plication  does  not  insure  that  the  proj¬ 
ect  will  later  be  approved  for  grant  as¬ 
sistance.  This  authorization  is  extended 
to  applicants  only  on  an  “at  your  own 
risk”  basis. 

§  310.248  Financial  rcqiiircnionls,  ro- 
strictiun!*,  and  infurnialion. 

(a)  Inspection  fee.  An  inspection  fee 
must  be  included  in  the  computation  of 
the  total  cost  of  any  application.  The 
amount  of  the  fee  is  based  on  the  cost  of 
all  eligible  activities  included  in  an  ap¬ 
plication  and,  in  any  event,  will  be  not 
less  than  $750.  The  applicant’s  share  of 
the  fee  will  be  collected  by  deducting  it 
from  the  initial  payment  of  grant  fimds 
under  an  appro'^ed  project.  Specific  ad¬ 
vice  regarding  the  inspection  fee  will  be 
provided  by  HUD  area  offices. 

(b)  Fee  schedule  for  real  estate  serv¬ 
ices.  For  projects  involving  the  acquisi¬ 
tion  of  land,  the  estimated  expense  of 
real  estate  negotiation  services,  as  an 
eligible  administrative  cost,  may  be  com¬ 
puted  from  the  maximum  allowable  fee 
schedule  set  forth  below: 


Maximum 

Land  Valuation  Compensation 

Less  than  $2,000 _ $25  plus  3  percent  of 

excess  above  $500. 

$2,000  to  $5,000 - $70  plus  2  percent  of 

excess  above  $2,000. 

$5,000  to  $10,000 _ $130  plus  l'-^  percent  of 

excess  above  $5,000. 

$10,000  to  $20,000--  $205  plus  1  percent  of 
excess  above  $10,000. 
$20,000  to  $50,000--  $305  plus  2^  percent  of 
excess  above  $20,000. 
$50,000  to  $200,000.  $505  plus  0.2  percent  of 
excess  above  $50,000. 

$200,000  or  more _ $805  plus  0.1  p>ercent  of 

excess  above  $200,000. 

(c)  Local  share — (1)  General.  The 
local  share  of  total  project  cost  may  be 
made  up  of  cash,  force  account  work,  or 
private  donations  of  land,  or  materials. 
However,  “not  more  than  50  per  centum 
of  the  non-Federal  share  of  such  eligible 
project  cost  may  be  made  up  by  dona¬ 
tions  of  land  or  materials”  as  provided  in 
section  702  of  the  Act.  The  remainder  of 
the  non-Federal  share  may  be  made  up 
of  force  account  work. 

(2)  Donations,  (i)  Gifts,  bequests,  and 
endowments  of  money  or  land,  except 
anonymous  donations,  to  the  applicant 
are  acceptable  for  up  to  50  percent  of  the 
applicant’s  share  of  project  costs,  sub¬ 
ject  to  concurrence  in  advance  by  HUD. 

(ii)  If  a  project  is  to  involve  donations 
of  land  or  material  obtain  details  on 
eligibility  from  the  HUD  area  office. 

(3)  Force  account.  Services  provided 
by  the  applicant  through  utilization  of 
its  own  employees  in  carrying  out  devel¬ 
opment  plans  and  activities  may  be  uti¬ 
lized  as  part  of  the  non-Federal  share  of 
a  project. 

(d)  Federal  share.  Grants  under  the 
program  will  be  made  only  to  reimburse 
the  applicant  for  expenditures  made  for 
project  activities.  'Therefore,  the  appli¬ 
cant  must  demonstrate  capacity  to 
finance  project  costs  prior  to  receiving 
assistance. 

§  340,249  Projec-i  approval. 

Information  about  HUD’s  actions  and 
requirements  following  grant  approval 
will  be  furnished  by  the  HUD  Area 
Office. 

§310.2.30  Tran*«for>‘,  ronver^ioti;*,  iii- 
leriiii  UKOM. 

^a)  General.  Projects  receiving  assis¬ 
tance  are  to  be  utilized  as  specified  in  the 
application  and  HUD  grant  contract. 
Under  some  conditions,  the  intended  use 
may  be  altered  if  the  change  is  in  the  in¬ 
terest  of  the  applicant  grantee  and  the 
Federal  Government.  Any  proposed  in¬ 
terim  use,  incidental  change  in  use  of 
conversion  to  other  uses,  however,  must 
have  prior  approval  of  HUD.  Further¬ 
more,  any  income  realized  from  interim 
uses  must  be  deducted  from  total  project 
cost  or  officially  earmarked  for  open 
space  purposes. 

(b)  Short  term  transfer  of  interests — 
(1)  Transfer  where  there  is  an  incidental 
change  of  use.  Transfer  of  an  interest  in 
assisted  land  is  permissible  where  the 
resulting  change  of  land  use  is  not  incon¬ 
sistent  with  the  overall  approved  open 
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space  use  of  the  project  and  prior  ap¬ 
proval  has  been  obtained  from  HUD.  For 
example,  HUD  might  approve  an  under- 
ground-powerline  easement  through  a 
park. 

(2)  Transfer  of  short-term  interest 
contemplated  originally.  Transfer  of  a 
short  term  interest  in  assisted  land  may 
be  allowed  if  such  transfer  is  found  to  be 
consistent  with  project  purposes  and 
approved  as  part  of  the  original  approved 
project.  For  example,  HUD  might  ap¬ 
prove  a  year  lease  of  land  to  be  used  for 
farm  purposes  if  this  land  is  not  imme¬ 
diately  needed  by  the  grantee  for  ap¬ 
proved  purposes.  Any  such  approval  wall 
be  specifically  evidenced  in  the  grant 
agreement  wdth  the  grantee.  “Short 
term”,  as  used  herein,  is  defined  as  not 
exceeding  3  years  from  the  date  of  the 
grant  agreement. 

(3)  Transfer  of  a  short-term  interest 
not  originally  approved.  Transfer  of  a 
short-term  interest  not  approved  as  part 
of  the  original  approved  project  may  be 
permitted  where  the  assisted  land  has 
not  been  utilized  for  its  approved  use. 
For  example,  HUD  might  approve  a  1- 
year  lease  for  parking  purposes  of  land 
which  was  acquired  for  recreational  use 
but  has  not  been  developed.  “Short 
term”  is  defined  for  purposes,  herein,  as 
not  exceeding  3  years  from  date  of  ap¬ 
proval  of  the  transfer. 

(4)  Conditions  for  approval.  Approval 
of  such  transfers  will  be  based  upon  pro¬ 
posed  uses  and  terms  and  conditions  that 
HUD  deems  appropriate,  including  re¬ 
payment  or  reduction  of  the  grant  based 
on  the  value  to  the  grantee  of  the  trans¬ 
ferred  Interest. 

(5)  Documents  required  for  approval. 
To  obtain  approval  for  a  transfer  of  in¬ 
terest,  the  applicant  should  consult  the 
HUD  area  ofiSce. 

(c)  Transfers  of  interest  for  historic 
structures.  HUD  will  permit  lease  ar¬ 
rangements  betw'een  an  applicant  and 
another  entity,  which  need  not  be  a  pub¬ 
lic  body,  of  a  historic  or  architecturally 
significant  structure  if  necessary  to 
preserve  the  structiu^  and  use  it 
appropriately.  Proposals  for  such  lease 
arrangements  should  be  included  in  the 
application. 

(d)  Conversion  of  land  involving  his¬ 
toric  or  architecture  properties.  (1)  The 
conversion  to  other  uses  of  any  histori¬ 
cally  or  architecturally  significant  prop¬ 
erties  assisted  under  the  program  must 
have  prior  approval  by  both  the  Secre¬ 
tary  of  HUD  and  the  Secretary  of  the 
Interior.  Application  of  this  requirement 
is  limited  to  properties  listed  on  the  Na¬ 
tional  Register  pursuant  to  the  Historic 
Preservation  Act  of  1966  (Public  Law 
89-665,  80  Stat.  915;  16  UJS.C.  470) . 

(2)  All  such  conversions  are  subject 
to  the  requirement  of  section  106  of  such 
Act  and  shall  be  subject  to  review  and 
comment  by  the  Advisory  Council  on 
Historic  Preservation.  A  grantee  planning 
any  such  conversion  should  ask  the  HUD 
area  office  for  instructions. 

(3)  AH  ccmversioos  of  such  pr(H>ertle8 
win  require  repaymmt  by  the  applicant 
at  the  Federal  grant  or  use  of  a  sum 
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equal  to  total  project  cost  plus  interest 
for  other  historic  preservation  activities. 

(e)  Long-term  transfer  of  interest. 

(1)  Proposals  to  transfer  a  long-term 
interest  in  project  land  will  be  considered 
by  HUD  only  in  unique  and  exceptional 
cases.  Long  term,  as  used  herein  means, 
greater  than  3  years.  Continued  public 
use,  in  no  way  restricted,  must  be  assured 
in  any  proposed  long-term  transfer  of 
interest.  The  transfer  of  interest  must 
result  in  a  greater  benefit  to  the  com¬ 
munity  or  project  service  area  than  the 
implementing  of  the  originally  intended 
use. 

(2)  HUD  approval,  when  warranted, 
of  a  proposed  transfer  of  a  long-term 
interest  will  be  based  upon  terms  and 
conditions  that  HUD  deems  appropriate, 
including  repayment  or  reduction  of  the 
grant  or  pending  grants  based  on  the 
value  to  the  grantee  of  the  transferred 
interest. 

(f)  Conversion  of  land  acquired  for 
open  space  use  and  land  developed  with 
program  assistance.  HUD  will  permit 
conversions  from  open  space  uses  of  land 
assisted  under  the  program  (other  than 
historic  or  architecturally  significant 
properties)  when  certain  standards  can 
be  met,  as  follows; 

(1)  Other  open  space  must  be  substi¬ 
tuted  for  that  converted  so  that  the 
process  of  substitution  results  in  no  effec¬ 
tive  loss  of  open  space  in  the  neighbor¬ 
hood  or  community.  No  land  already 
publicly  owned  may  be  used  for  substitu¬ 
tion  purposes. 

(2)  The  fair  market  value  of  tlie  sub¬ 
stituted  land  must  be  at  least  equal  to 
the  fair  market  value  (at  highest  and 
best  use)  of  the  project  property  to  be 
converted,  plus  any  severance  damage  to 
any  project  property  to  remain  in  open 
space  use. 

(3)  The  substituted  land  must  be  of 
as  nearly  as  feasible  equivalent  useful¬ 
ness  and  location.  In  other  words,  the 
substitute  generally  serves  the  same  peo¬ 
ple  and  provides  equivalent  or  a  better 
quantity  and  quality  of  open  space 
service. 

(4)  Open  space  land  conversions  gen¬ 
erally  involve  change  in  land  use  to  other 
public  purposes.  However,  requests  for 
conversions  to  nonpublic  uses  will  be  con¬ 
sidered  on  the  basis  of  commtmity-wdde 
benefit  to  be  derived  from  conversion. 

(5)  Conversions  that  would  involve 
the  open  market  disposal  of  one  site  and 
the  subsequent  purchase  of  a  new  site 
will  require  specific  jiustification  to  dem¬ 
onstrate  how  the  growth  or  development 
patterns  for  the  future  will  not  support 
retention  of  the  original  site  in  public 
ownership  in  anticipation  of  future  open 
space  requirements.  It  is  the  purpose  of 
this  requirement  to  discourage  commu¬ 
nities  from  selling  existing  open  space 
sites  in  order  to  obtain  revenues  for  the 
purchase  of  other  projects. 

(6)  Great  weight  is  placed  on  the  rela¬ 
tionship  of  a  proposed  conversion  to  the 
comprehensive  plan  and  its  open  space 
and  recreation  element.  Evidence  must 
be  submitted  supporting  the  determina¬ 
tion  that  the  conversion  is  needed  “for 
the  orderly  development  and  growth  of 


the  ui'ban  area”  and  “in  accord  with  the 
then  applicable  comprehensive  plan.” 
Review  and  certification  by  the  appro¬ 
priate  planning  bodies  will  be  required 
to  meet  this  condition. 

(7)  The  applicant  shall  submit  a  res¬ 
olution  of  its  governing  body  authorizing 
or  approving  the  proprosed  conversion. 
HUD  may,  at  its  option,  require  addi¬ 
tional  evidence  regarding  the  proposed 
conversion,  including  evidence  that  no¬ 
tice  of  the  proposed  conversion  has  been 
given  to  the  general  public  by  such  means 
as  publication  in  a  newspaper  of  general 
circulation  in  the  area  and/or  by  public 
hearings. 

(8)  Substitute  land  to  be  acquired  by 
an  applicant  for  the  puriJose  of  meeting 
HUD  conversion  requirements,  must  be 
acquired  and  used  imder  terms  and  poli¬ 
cies  applicable  to  the  program,  including 
policies  for  land  acquisition,  relocation, 
and  nondiscrimination. 

(9)  No  conversions  win  be  approved 
that  would  result  in  an  additional 
Federal  grant. 

(10)  'W'hen  a  superior  authority  uti¬ 
lizes  its  eminent  domain  powers  to  ac¬ 
quire  assisted  land,  the  principles  set  out 
above  so  far  as  they  relate  to  the  sub¬ 
stitution  of  other  open  space  land  of  at 
least  equal  fair  market  value  and  of  as 
nearly  feasible  equivalent  usefulness  and 
location  will  apply.  A  finding  that  the 
use  of  substituted  land  wlU  be  in  accord 
with  the  then  applicable  comprehensive 
plan  must  be  made  and  HUD  approval 
for  acquisition  of  the  proposed  substitute 
land  is  required. 

(g)  Transfers  to  another  public  body. 
The  applicant  may  not  transfer  any  of 
its  interest  in  open  space  land  to  another 
public  body  unless  the  proposed  trans¬ 
feree  enters  into  a  contract  with  HUD 
agreeing  to  be  bound  by  the  applicable 
terms  and  conditions  of  the  grantee’s 
contract  with  HrtJD. 

§  540.251  Waivers. 

Any  requirement  of  this  subpart  may 
be  waived  by  the  Secretary  of  Housing 
and  Urban  Development  or  as  otherwise 
specifleaUy  redelegated  so  long  as  such 
waiver  would  not  violate  any  require¬ 
ment  of  Federal  law. 

SUBCHAPTER  C — COMMUNITY  FACILITIES 

PART  550— NEIGHBORHOOD 
FACILITIES 

Sec. 

550.100  Statement  of  applicable  law. 

550.101  Definitions. 

550.102  Relocation  payments  by  the  Public 

Body. 

550.103  Eligibility  conditions — moving  ex¬ 

penses,  actual  direct  loss  of  prop¬ 
erty,  and  settlement  costs. 

550.104  Eligibility  conditions — small  busi¬ 

ness  displacement  payment. 

550.105  Eligibility — relocation  adjustment 

payment;  additional  relocation 
payment;  replacement  housing 
payment. 

550.106  Notice  of  Intention  to  move. 

550.107  Administration  of  relocation  pay¬ 

ments. 

550.108  Fixed  relocation  payments  to  Indi¬ 

viduals  and  families  for  moving 
expenses. 
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Sec. 

550.109  Determining  moving  expenses  of 

business  concern. 

550.110  Determining  actual  direct  loss  of 

property. 

550.111  Piling  of  claims. 

550.112  Limitation  on  amount  of  relocation 

payments. 

550.113  Determinations  In  condemnation 

proceedings. 

Acthoritt:  The  provisions  of  this  Part 
550  are  Issued  under  sec.  7(d),  79  Stat.  670; 
42  U.S.C.  3535(d). 

§  .>50.100  Slutrnionl  uf  uppliruble  Iuh. 

Section  404(a)  of  the  Housing  and 
Urban  Development  Act  of  1965, 42  U.S.C. 
3074(a),  provides  that  financial  assist¬ 
ance  extended  to  any  applicant  under 
the  Neighborhood  Facilities  Grant  Pro¬ 
gram  under  section  703  of  the  Act,  42 
U.S.C.  3103,  may  include  grants  for  re¬ 
location  payments  made  on  such  terms 
and  conditions  and  subject  to  such  limi¬ 
tations  as  are  set  forth  in  section  114 

(b) ,  (c),  and  (d)  of  the  Housing  Act  of 
1949,  as  amended,  42  n.S.C.  1465  (b), 

(c) ,  and  (d).  Section  516  of  the  Housing 
and  Urban  Development  Act  of  1968,  42 
U.S.C.  1465(c),  amends  section  114(c) 
by  expanding  the  relocation  payments 
provisions  applicable  to  the  programs  of 
the  Department  of  Housing  and  Urban 
Development. 

§  .550.101  Definitions. 

For  the  purpose  of  the  regulations  In 
this  part,  the  following  terms  shall  mean : 

(a)  Actual  direct  loss  of  vroperty.  Ac¬ 
tual  loss  in  the  value  of  the  property  (ex¬ 
clusive  of  goods  or  other  Inventory  kept 
for  sale)  sustained  by  the  claimant  by 
reason  of  the  disposition  or  abandonment 
of  the  property  resulting  from  the  claim¬ 
ant’s  displacement.  A  loss  resulting 
from  damage  to  the  property  while  being 
moved  Is  not  Included. 

(b)  Business  concern.  A  corporation, 
partnership.  Individual,  or  other  private 
entity.  Including  a  nonprofit  organiza¬ 
tion.  engaged  In  some  type  of  business, 
professional,  or  Institutional  activity  ne¬ 
cessitating  fixtures,  equipment,  stock 
In  trade,  or  other  tangible  property  for 
the  camring  on  of  the  business,  pro¬ 
fession,  or  Institution.  (Also  see  “Small 
Business  concern.”) 

(e)  Claimant.  An  individual,  family 
or  business  concern,  as  defined  In  this 
section;  or,  in  the  case  of  a  claim  for  a 
relocation  payment  for  settlement  costs, 
an  owner  (or  Joint  owners),  other  than 
a  public  entity,  of  real  property,  or  In¬ 
terest  therein,  transferred  to  the  Public 
Body  or  to  the  nonprofit  agency. 

(d)  Family.  Two  or  more  persons 
related  by  blood,  marriage,  or  adoption, 
who  are  living  together  in  a  single  dwell¬ 
ing  unit. 

(e)  Federal  Grant  Contract.  A  con¬ 
tract  between  the  Federal  Government 
and  the  Public  Body  for  a  grant  under 
section  703  of  the  Housing  and  Urban 
Development  Act  of  1965. 

(f)  HUD.  The  Secretary  of  Housing 
and  Urban  Development  or  his  delegate. 

(g)  Individual.  A  person  who  Is  not  a 
member  of  a  family.  An  elderly  indi¬ 
vidual  Is  an  individual  62  years  of  age 
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or  over  at  the  time  of  displacement.  A 
handicapped  individual  is  an  individual 
who  has  a  physical  impairment  which  is 
expected  to  be  of  long-continued  and 
indefinite  duration  and  which  sub¬ 
stantially  Impedes  his  ability  to  live 
Independently. 

(h)  Moving  expenses — (1)  Individuals 
and  families.  Costa  of  packing,  storing 
(for  a  period  of  1  year  or  less) ,  carting, 
and  Insuring  of  property  and  Incidental 
costs  of  disconnecting  and  reconnecting 
household  appliances. 

(2)  Business  concerns.  Costs  of  dis¬ 
mantling,  crating,  storing  (for  a  period 
of  1  year  or  less) ,  transporting,  insuring, 
reassembling,  reconnecting,  and  rein¬ 
stalling  of  property  (including  goods 
or  other  inventory  kept  for  sale),  ex¬ 
clusive  of  the  cost  of  any  additions,  im¬ 
provements,  alterations,  or  other  physi¬ 
cal  changes  in  or  to  any  structure  in  con¬ 
nection  with  effecting  such  reassembly, 
reconnection,  or  reinstallation. 

(i)  Nonprofit  agency.  A  nonprofit 
corporation,  association,  or  other  private 
entity  engaged  in  carrying  out  a  project 
under  the  continuing  control  of  the 
Public  Body. 

(J)  Project.  Undertakings  and  ac¬ 
tivities  of  the  Public  Body  or  the  non¬ 
profit  agency  in  connection  with  the  de¬ 
velopment  of  a  neighborhood  facility. 

(k)  Property.  Tangible  personal 
property,  excluding  fixtures,  equipment, 
and  other  prop>erty  which  xmder  State 
or  local  law  are  considered  real  prop¬ 
erty,  but  Including  such  Items  of  r^ 
property  as  the  claimant  may  lawfully 
remove. 

(l)  Public  Body.  A  local  governmental 
entity  authorized  to  carry  out  a  project 
and  to  provide  continuing  control  over 
the  use  of  the  project  facilities. 

(jn)  Relocation  payment.  A  pay¬ 
ment  by  the  Public  Body : 

(1)  To  an  Individual  or  family,  for 
reasonable  and  necessary  moving  ex¬ 
penses  and  any  actual  direct  loss  of  prop¬ 
erty  (for  which  reimbursement  or  com¬ 
pensation  Is  not  otherwise  made) ; 

(2)  To  a  business  concern,  for  Its  rea¬ 
sonable  and  necessary  moving  exijenses 
and  any  actual  direct  loss  of  property 
except  goodwill  or  profit  (for  which  re¬ 
imbursement  or  compensation  Is  not 
otherwise  made) ; 

(3)  To  a  small  business  concern, 
for  Its  displacement  (small  biislness  dis¬ 
placement  payment) ; 

(4)  To  or  on  behalf  of  a  family  or 
elderly  Individual  for  relocation  adjust¬ 
ment  prior  to  Augiist  1.  1968  (relocation 
adj'istment  pasmient) ;  or  to  or  on  behalf 
of  a  family  or  elderly  or  handicapped 
individual  on  or  after  Augmt  1,  1968 
(additional  relocation  payment) . 

(5)  To  an  owner  (or  Joint  owners), 
as  defined  In  S  550.101(c),  for  settlement 
costs  for  which  reimbursement  or  com¬ 
pensation  Is  not  otherwise  made. 

(6)  To  a  family  or  individual  to  assist 
an  owner-occupant  of  a  one-  or  two- 
family  dwelling  to  purchase  and  occupy 
a  replacement  dwelling  on  or  after 
August  1,  1968  (replacement  housing 
payment) . 
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(n)  Settlement  costs.  (1)  Record¬ 
ing  fees,  transfer  taxes,  and  similar  ex¬ 
penses  incidental  to  the  transfer  of  real 
property  to  the  Public  Body  or  to  the 
nonprofit  agency; 

(2)  Penalty  costs  for  prepayment  of 
any  mortgage  encumbering  such  real 
property;  and 

(3)  The  pro  rata  portion  of  real  prop¬ 
erty  taxes  and  public  service  charges  al¬ 
locable  to  a  period  subsequent  to  the  date 
of  vesting  of  title,  or  the  effective  date  of 
the  acquisition  of  such  real  property  by 
the  Public  Body  or  by  the  nonprofit 
agency,  whichever  is  earlier. 

(o)  Small  business  concern.  A  busi¬ 
ness  concern  (other  than  a  nonprofit  or¬ 
ganization)  which  during  the  base  period 
had: 

(1)  Average  annual  net  earnings  be¬ 
fore  income  taxes  of  less  than  $10,000; 
and 

(2)  In  the  case  of  displacements  prior 
to  Jime  15.  1966,  average  annual  gross 
receipts  or  sales  In  excess  of  $1,500;  or. 
In  the  case  of  displacements  on  and  after 
June  15.  1966,  average  annual  gross  re¬ 
ceipts  or  sales  In  excess  of  $1,500  together 
with  average  annual  net  earnings  be¬ 
fore  Income  taxes  In  excess  of  $500,  or 
average  annual  gross  receipts  or  sales  hi 
excess  of  $2,500. 

Earnings  for  the  purpose  of  this  para¬ 
graph  (o)  Include  salaries,  wages,  or 
other  compensation  received  by  an  owner 
of  the  concern  or  any  member  of  his 
household  related  to  him.  The  term 
“owner”  as  used  In  the  previous  sentence 
Includes  the  sole  proprietor  In  a  sole  pro¬ 
prietorship,  the  principal  partners  In  a 
partnership,  and  the  principal  stock¬ 
holders  of  a  conwratlon.  as  determined 
by  HUD.  The  term  “base  period" 
shall  mean  the  2  tax  years  immediately 
preceding  displacement  (or.  If  the  busi¬ 
ness  concern  Is  not  In  business  that  long, 
such  other  period  as  may  be  approved 
by  HUD) :  Provided,  That  If  a  business 
concern  does  not  qualify  as  a  small  busi¬ 
ness  concern  under  this  paragraph  (o) 
based  upon  gross  receipts  or  sales  dur¬ 
ing  the  2  tax  years  Immediately  preced¬ 
ing  displacement  and  the  Public  Body 
finds  that  the  concern’s  business  activity 
during  such  period  was  not  representa¬ 
tive,  the  base  period  shall  be  the  third 
and  fourth  tax  years  Immediately  pre¬ 
ceding  displacement. 

§  550.102  RelcM'uliun  puynieiil^^  liy  llie 

Public  Body. 

’The  Public  Body  shall  make  reloca¬ 
tion  payments  to  or  on  behalf  of  eligible 
claimants  In  accordance  with  and  to  the 
full  extent  permitted  by  the  regulations 
In  this  subpart:  Provided,  That  for  each 
Federal  Grant  Contract  the  Public  Body 
may  elect  whether  to  make  payments  for 
moving  expenses  In  excess  of  $25,000  In 
accordance  with  §  550.112(a)  (2).  Reloca¬ 
tion  payments  made  In  accordance  with 
the  regulations  In  this  part  and  pur¬ 
suant  to  a  Federal  Grant  Contract  are 
reimbursable  In  full  to  the  Public  Body 
as  a  grant  imder  section  703  of  the  Hous¬ 
ing  and  Urban  Development  Act  of  1965. 
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§  330.103  Elifiibility  conditions — mov- 
ine  expenses,  actual  direct  loss  of 
property,  and  settlement  costs. 

(a)  Moving  expenses  and  actual  di¬ 
rect  property  loss.  A  claimant  Is  deemed 
displaced  by  the  project  and  is  eligible 
for  a  relocation  pasrment  for  moving  ex¬ 
penses  and  actual  direct  loss  of  property 
If: 

(1)  The  project  necessitates  vacation 
of  real  property  by  the  claimant  on  or 
after  August  10, 1965;  and 

(2)  The  claimant  Is  an  occupant  of 
the  real  property  on  the  date  of  execu¬ 
tion  of  a  Federal  Grant  Contract  au¬ 
thorizing  the  project  or.  If  HUD  concur¬ 
rence  is  given  for  the  commencement  of 
project  activities  causing  the  displace¬ 
ment  prior  to  HUD  approval  of  a  Fed¬ 
eral  Grant  Contract,  the  date  of  such 
concurrence  (provided  that  in  the  latter 
case  a  Federal  Grant  Contract  for  the 
project  Is  thereafter  executed) :  Pro¬ 
vided,  That  whenever  real  property  Is 
acquired  and  a  Federal  Grant  Contract 
Is  executed,  a  claimant  who  Is  an  occu¬ 
pant  at  the  time  of  such  acquisition  Is 
also  deemed  displaced  by  the  project. 

(b)  Moving  expenses — outdoor  adver¬ 
tising  display.  Notwithstanding  the 
fact  that  a  business  concern  may  not  be 
doing  business  on  the  project  site,  and 
subject  to  all  other  eligibility  require¬ 
ments  of  paragraph  (a)  of  this  section, 
a  business  concern  shall  be  entitled  to  a 
relocation  payment  for  moving  expenses 
with  respect  to  its  outdoor  advertising 
displays  required,  in  the  determination 
of  the  Public  Body,  to  be  removed  from 
the  project  site. 

(c)  Settlement  costs.  A  claimant  is 
deemed  displaced  by  the  project  and  is 
eligible  for  a  relocation  payment  for 
settlement  costs  if  (1)  he  is  the  owner 
of  the  real  property  on  or  after  August 
10,  1965,  and  at  the  time  of  the  transfer 
of  title  to  the  Public  Body  or  to  the  non¬ 
profit  agency,  and  (2)  the  transfer  of 
title  to  the  real  property  occurs  on  or 
after  the  date  of  execution  of  a  Federal 
Grant  Contract  authorizing  the  acquisi¬ 
tion  of  the  real  property  or,  if  HUD  con¬ 
currence  is  given  for  the  acquisition  of 
the  real  property  prior  to  its  approval  of 
a  Federal  Grant  Contract,  on  or  after  the 
date  of  such  HUD  concurrence:  Pro¬ 
vided,  That  a  Federal  Grant  Contract 
for  the  project  is  thereafter  executed. 

(d)  Temporary  on-site  move.  No  re¬ 
location  payment  shall  be  made  to  a 
claimant  for  a  temporary  move  within 
the  project  site. 

§330.101  Eligibility  ronditions — siiiall 
business  dispinronient  payment. 

A  small  business  concern  which  satis¬ 
fies  the  eligibility  conditions  of  §  550.103 

(a)  governing  moving  expenses  and  ac¬ 
tual  direct  loss  of  property  is  eligible 
for  a  small  business  displacement  pay¬ 
ment  if  the  concern: 

(a)  Is  not  a  part  of  an  enterprise  hav¬ 
ing  two  or  more' establishments  outside 
the  project  site; 

(b)  Has  filed  with  the  Internal  Rev¬ 
enue  Service  income  tax  returns  for  the 
base  period,  as  defined  in  S  550.101(o) ;  or 
has  furnished  such  other  evidence  of 
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earnings  as  may  be  approved  by  HUD; 
and 

(c)  Was  doing  business  on  the  project 
site  on  the  date  of  the  approval  by  the 
Public  Body  of  an  application  for  a 
neighborhood  facilities  grant, 

§  550.105  F^ligibility — relocalion  adjust¬ 
ment  payment;  additional  relocation 
payment;  replacement  liouoing  pay- 
meiil. 

(a)  Relocation  adjustment  payment. 
A  family  or  elderly  individual  who  satis¬ 
fies  the  eligibility  conditions  of  §  550.103 
(a),  governing  eligibility  for  a  relocation 
payment  for  moving  expenses  and  actual 
direct  loss  of  property,  prior  to  August  1, 
1968,  is  eligible  for  a  relocation  adjust¬ 
ment  payment  if  the  claimant: 

(1)  Is  unable  to  secure  a  suitable 
dwelling  unit  in  (i)  a  low'-rent  housing 
project  assisted  under  the  United 
States  Housing  Act  of  1937,  as  amended, 
42  U.S.C.  1401  et  seq.  ^or  a  State  or  local 
program  found  by  HUD  to  have  the  same 
general  purposes)  or  (ii)  a  dw’elling  unit 
assisted  under  section  101  of  the  Housing 
and  Urban  Development  Act  of  1965,  12 
U.S.C.  17015(a):  and 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling. 

(b)  Additional  relocation  payment.  A 
family  or  elderly  or  handicapped  indi¬ 
vidual  who  satisfies  the  ellgility  condi¬ 
tions  of  §  550.103(a) ,  governing  eligibility 
for  a  lelocation  payment  for  moving  ex¬ 
penses  and  actual  direct  loss  of  property, 
on  or  after  August  1,  1968,  is  eligible  for 
an  additional  relocation  payment,  if  the 
claimant: 

(1)  Is  unable  to  secure  a  suitable 
dwelling  in  (i)  a  low-rent  housing  project 
assisted  under  the  United  States  Housing 
Act  of  1937,  as  amended,  42  U.S.C.  1401 
et  seq.  (or  a  State  or  local  program 
found  by  HUD  to  have  the  same  general 
puri>oses)  or  (ii)  a  dwelling  unit  as¬ 
sisted  under  section  101  of  the  Housing 
and  Urban  Development  Act  of  1965,  12 
U.S.C.  1701s{a) ;  and 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling: 

Provided,  That  an  additional  relocation 
payment  not  to  exceed  $500  in  the  first 
12  months  and  $500  in  the  second  12 
months  may  be  made  on  a  lump-sum 
basis  or  on  other  than  a  monthly  basis 
in  cases  in  which  other  than  monthly 
payments  are  determined  warranted  by 
HUD. 

(c)  Replacement  housing  payment.  A 
family  or  individual  who  satisfies  the 
eligibility  conditions  of  §  550.103(a) ,  gov¬ 
erning  eligibility  for  a  relocation  pay¬ 
ment  for  moving  expenses  and  actual 
direct  lass  of  property,  on  or  after  Au¬ 
gust  1,  1968,  is  eligible  for  a  replacement 
housing  payment  if  the  claimant: 

(1)  Is  the  owner  of  real  property  ac¬ 
quired  for  a  project  assisted  under  sec¬ 
tion  703  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1965,  42  U.S.C.  3103; 

(2)  Has  occupied  a  single-  'or  two- 
family  dwelling  located  on  the  real  prop¬ 
erty  for  not  less  than  1  year  prior  to  the 
Initiation  of  negotiations  for  the  acquisi¬ 
tion  of  the  property; 


(3)  Does  not  receive  the  additional  re¬ 
location  payment  provided  for  by  para¬ 
graph  (b)  of  this  section; 

(4)  Purchases  and  occupies  a  replace¬ 
ment  dwelling  wnthin  1  year  subsequent 
to  the  date  on  which  he  is  required  to 
move  from  the  dwelling  acquired  for  the 
project:  and 

(5)  Does  not  receive  a  payment  pur¬ 
suant  to  the  State  law  of  eminent  do¬ 
main  determined  by  HUD  to  have  sub¬ 
stantially  the  same  purpose  and  effect 
as  would  a  replacement  housing  pay¬ 
ment,  and  to  be  a  part  of  the  cost  of 
the  project  for  which  Federal  financial 
assistance  is  available. 

§  .5.30.106  Nnllco  of  iiiloiilion  to  move. 

Except  as  provided  in  this  section,  no 
relocation  payment  for  moving  expenses 
or  actual  direct  loss  of  property  and  no 
small  business  displacement  payment 
shall  be  made  to  a  business  concern  im- 
less  (a)  the  Public  Body  has  received, 
at  least  30  days  but  not  earlier  than  90 
days  prior  to  the  moving  date,  written 
notice  from  the  business  concern  of  its 
Intention  to  move  or  dispose  of  the  prop¬ 
erty,  which  shall  be  described  generally 
in  the  notice,  and  the  date  of  such  in¬ 
tended  move  or  disposition,  and  (b)  the 
business  concern  has  permitted,  at  all 
reasonable  times,  the  inspection  by  or 
on  behalf  of  the  Public  Body  of  such 
property  at  the  site  from  which  the  busi¬ 
ness  concern  is  displaced.  For  the  pur¬ 
pose  of  this  section,  “moving  date”  shall 
mean  the  date  on  which  the  first  item 
of  property  is  Intended  to  be  moved  or 
disposed  of.  The  Public  Body  may  make 
a  relocation  payment  notwithstanding 
nonreceipt  of  such  timely  notice  only  if 
the  Public  Body  has  determined  that 
there  was  reasonable  cause  for  the  fail¬ 
ure  of  the  business  concern  to  give  such 
notice,  and  the  Public  Body  has  ade¬ 
quately  verified  the  facts  pertaining  to 
the  move  or  disposition  and  the  re¬ 
quested  relocation  payment. 

§.5.30.107  .\<li>iinIsli'alion  of  relocalion 
payments. 

(a)  Conditions  for  relocation  pay¬ 
ment.  The  Public  Body  (or,  if  the  Public 
Body  is  the  municipality,  the  board  or 
commission  responsible  for  carrying  out 
the  project  or,  if  there  is  no  such  board 
or  commission,  the  principal  executive 
ofiBcer  of  the  municipality)  shall  approve 
a  schedule  (Form  HUD-6148)  of  average 
annual  gross  rentals  for  standard  hous¬ 
ing  in  the  locality  for  determining  the 
amount  of  relocation  adjustment  pay¬ 
ments  and  additional  relocation  pay¬ 
ments  in  accordance  with  5  550.112(c) 
and  (d).  and  a  separate  schedule  (Form 
HUD-6155)  for  determining  the  average 
price  of  standard  sales  housing  in  a 
locality,  and  any  other  conditions  under 
which  the  Public  Body  will  make  relo¬ 
cation  payments.  The  schedules  and  con¬ 
ditions  shall  be  consistent  with  the 
regulations  in  this  subpart  and  shall  be 
available  In  written  form  to  claimants  in 
the  relocation  office  of  the  Public  Body. 

(b)  Notice  to  claimants.  The  Public 
Body  shall  furnish  all  claimants  who 
are  anticipated  to  be  displaced  with  an 
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informational  statement  advising  the 
claimant  of  (1)  the  availability  of  re¬ 
location  payments  and  (2)  the  office 
where  the  conditions  imder  which  relo¬ 
cation  payments  will  be  made  are  avail¬ 
able  for  inspection. 

(c)  Action  on  claim — finality.  The 
Public  Body  Is  initially  responsible  for 
determining  the  eligibility  of  a  claim 
for,  and  the  amount  of,  a  relocation  pay¬ 
ment  and  shall  maintain  in  its  files  com¬ 
plete  and  proper  documentation  sup¬ 
porting  the  determination.  The  deter¬ 
mination  on  each  claim  shall  be  made 
or  approved  either  by  the  governing 
body  of  the  Public  Body  or  by  the  prin¬ 
cipal  executive  officer  of  the  Public  Body 
or  his  duly  authorized  designee.  The 
determination  by  the  Public  Body  or  any 
redetermination  by  HUD  shall  be  final 
and  conclusive  with  respect  to  the  rights 
of  any  claimant,  and  not  subject  to  re¬ 
determination  by  any  court  or  any  other 
officer.  Subject  to  the  requirements  of 
this  paragraph  (c) ,  the  Public  Body  may 
permit  a  third-party  contractor,  re¬ 
sponsible  for  relocation  activities,  to  ex¬ 
amine  and  recommend  action  on  a  claim 
and  to  disburse  funds  in  payment  of  a 
claim  which  has  been  approved  by  the 
Public  Body. 

(d)  Prompt  payment.  A  relocation  pay¬ 
ment  shall  be  made  by  the  Public  Body 
as  promptly  as  possible  after  a  claimant’s 
eligibility  has  been  determined  in  accord¬ 
ance  with  the  regulations  of  this  subpart. 

(e)  Setoff  against  claim.  The  Public 
Body  may  set  off  against  the  claim  of 
an  otherwise  eligible  claimant  any  fi¬ 
nancial  claim  the  Public  Body  or  the 
nonprofit  agency  may  have  against  the 
clal^nt  arising  out  of  the  use  of  the 
real  property. 

(f)  Approval  by  HUD — business  con¬ 
cerns.  No  relocation  payment  for  mov¬ 
ing  expenses  or  settlement  costs,  or  both, 
in  excess  of  $10,000  shall  be  made  with¬ 
out  approval  by  HUD. 

(g)  Accounts  and  records.  Accounts 
and  records  shall  be  maintained  as  pre¬ 
scribed  by  HUD  and  shall  be  subject  to 
inspection  or  audit  at  all  reasonable 
times  by  HUD.  Records  pertaining  to 
eligibility  of  relocation  payments,  includ¬ 
ing  all  claims,  receipted  bills  or  other 
documentation  in  support  of  a  claim, 
and  records  pertaining  to  action  on  a 
claim  shall  be  retained  by  the  Public 
Body  for  not  less  than  3  years  after  the 
completion  of  the  project. 

§  S.'SO.IOS  Fixed  reloration  paymonlH  to 
individuals  and  families  for  moving 
expenses. 

(a)  Schedule  of  fixed  payments.  A 
Public  Body  intending  to  pay  fixed 
amounts  in  lieu  of  payments  for  reason¬ 
able  and  necessary  moving  expenses  and 
actual  direct  loss  of  property  of  eligible 
individuals  and  families  shall  prepare  a 
schedule  of  the  fixed  amounts  which  it 
proposes  to  pay.  The  schedule  shall 
contain  a  statement  indicating  that  the 
Public  Body  intends  to  permit  eligible 
individuals  and  families  to  claim  reim¬ 
bursement  for  their  actual  moving  ex¬ 
penses  and  actual  direct  loss  of  property. 


(b)  Schedule  provision.  (1)  A  pro¬ 
posed  schedule  of  fixed  payments  to  eli¬ 
gible  individuals  and  families  owning 
furniture  shall  provide  for  a  graduated 
scale  of  payments  related  to  the  number 
of  all  rooms  occupied  by  the  claimant 
except  bathrooms,  hallways,  and  closets, 
which  payments  shall  not  exceed  the 
lowest  normal  charge  for  carting  ex¬ 
penses  for  the  average  time  required  to 
move  personal  effects:  Provided.  That  in 
any  event  the  payments  shall  not  exceed 
the  maximum  reimbursement  to  eligible 
individuals  or  families  provided  in  the 
regulations  in  this  subpart. 

(2)  Fixed  payments  to  eligible  indi¬ 
viduals  or  families  not  owning  furniture 
shall  not  exceed:  (i)  $5  for  any  individ¬ 
ual,  (ii)  $10  for  any  family. 

(c)  Administration  of  fixed  payments. 
Eligible  individuals  or  families  may  be 
paid  the  amount  provided  in  the  sched- 
ule  of  fixed  payments  approved  by  HUD 
upon  receipt  of  a  properly  completed 
claim.  A  fixed  payment  shall  be  in  full 
settlement  for  the  claimant’s  moving  ex¬ 
pense  and  any  actual  direct  loss  of  prop¬ 
erty.  If  the  Joint  occupants  of  a  single 
dwelling  unit  at  the  project  site  move 
to  two  or  more  locations  and  conse¬ 
quently  submit  more  than  one  claim,  an 
eligible  claimant  for  a  fixed  payment  may 
be  paid  only  his  reasonable  prorated 
share  (as  determined  by  the  Public  Body) 
of  the  total  fixed  payment  applicable  to 
such  dwelling  unit,  and  the  total  of  fixed 
payments  made  to  all  such  claimants 
moving  from  such  dwelling  unit  shall  not 
exceed  the  total  fixed  payment  appli¬ 
cable  to  such  dwelling  unit. 

§  5.')0.1()9  Determining  moving  ex- 
pen.><es  of  business  roneern. 

(a)  Submission  of  bids  prior  to  moving 
date.  No  claim  for  a  relocation  payment 
for  moving  expenses  in  excess  of  $500 
shall  be  allowed  for  costs  inctirred  by  a 
business  concern  unless  the  concern  has 
submitted  to  the  Public  Body,  at  least 
15  days  prior  to  the  commencement  of 
the  move,  a  bid  from  three  reputable 
firms  covering  the  moving  costs  involved. 
Whenever  it  is  not  feasible  to  obtain 
three  bids  for  any  category  of  work,  a 
lesser  number  of  bids  shall  be  submitted, 
together  with  a  written  Justification  by 
the  concern;  and  no  relocation  payment 
shall  be  allowed  in  such  cases  imless  the 
Public  Body  has  approved  the  Justifica¬ 
tion.  The  Public  Body,  with  HUD  con¬ 
currence,  may  waive  any  requirement  of 
this  paragraph  (a)  for  good  cause. 

(b)  Payment  not  to  exceed  low  bid. 
Payment  to  a  business  concern  for  mov¬ 
ing  expenses  shall  not  exceed  the  amount 
of  the  low  bid  submitted  in  accordance 
with  paragraph  (a)  of  this  section  unless 
the  bid  requirement  has  been  waived  in 
accordance  with  paragraph  (a)  of  this 
section. 

§  dlSO.IlO  Dclermining  artiial  dirt-rl  loss 
of  properly. 

(a)  The  amount  of  actual  direct  loss 
of  any  item  of  property  claimed  shall  be 
detei-mlned  as  follows: 

( 1 )  The  fair  market  value  of  the  prop¬ 
erty  for  continued  use  at  its  location 
prior  to  the  displacement  shall  be  as¬ 


certained  by  the  claimant  by  an  appraisal 
satisfactory  to  the  Public  Body,  except  as 
provided  in  subparagraph  (2)  of  this 
paragraph. 

(2)  If  the  value  of  the  property  for 
which  actual  direct  loss  is  claimed  does 
not  warrant  the  expenses  of  an  appraisal, 
then  its  fair  market  value  for  such  con¬ 
tinued  use  shall  be  computed  as  follows: 
The  original  cost  of  the  item  to  the  claim¬ 
ant  (exclusive  of  installation  cost) ,  mul¬ 
tiplied  by  the  figure  obtained  by  dividing 
the  period  of  the  remaining  useful  life  of 
the  property  at  the  date  of  removal,  by 
the  period  of  the  normal  useful  life  of 
the  property  at  the  date  of  its  acquisition 
by  the  claimant. 

(3)  The  property  shall  be  disposed  of 
by  a  bona  fide  sale  (as  determined  by  the 
Public  Body)  at  the  highest  price  offered 
after  reasonable  efforts  have  been  made 
over  a  reasonable  period  of  time  to  in¬ 
terest  prospective  purchasers.  A  trade- 
in  of  the  property  may  be  considered  a 
bona  fide  sale,  and  the  trade-in  allow¬ 
ance,  exclusive  of  any  amount  of  discount 
that  would  be  allowed  on  the  price  of  the 
property  being  acquired  in  the  absence 
of  the  trade-in,  shall  be  deemed  the 
amount  realized  upon  the  sale  of  the 
property, 

(4)  If  the  amount  realized  from  the 
sale,  after  deducting  ordinary  and  rea¬ 
sonable  expenses  of  the  sale,  is  less  than 
the  fair  market  value  for  such  continued 
use,  the  difference  between  the  net 
amount  realized  and  the  fair  market 
value  is  the  amount  of  actual  direct  loss 
of  the  property.  Expenses  of  sale  include 
such  items  as  sale  commissions,  auction¬ 
eer’s  fees,  advertising  costs,  and  similar 
charges. 

(b)  If  a  bona  fide  sale  is  not  effected 
because  no  offer  is  received  for  the  prop¬ 
erty,  after  reasonable  efforts  have  been 
made  over  a  reasonable  period  of  time  to 
sell  it,  then  its  fair  market  value  for  con¬ 
tinued  use.  ascertained  as  provided  in 
this  section,  is  the  amount  of  actual  di¬ 
rect  loss  of  the  property. 

(c)  The  cost  of  appraisals  to  deter¬ 
mine  actual  direct  loss  of  property,  if 
made  by  or  in  behalf  of  the  claimant,  is 
not  allowable  as  part  of  a  claim. 

§550.111  Filing  of  rlaimn. 

(a)  Form  of  claim.  To  obtain  a  relo¬ 
cation  pasrment.  a  claimant  shall  file  a 
written  claim  with  the  Public  Body  on 
the  appropriate  HUD  forms, 

(b)  Documentation  in  support  of  claim. 
A  claim  shall  be  supported  by  the  follow¬ 
ing: 

(1)  If  for  moving  expenses,  except  in 
the  case  of  a  fixed  payment,  a  receipted 
bill  or  other  evidence  of  such  expenses. 
By  prearrangement  between  the  Public 
Body,  the  claimant,  and  the  mover,  con¬ 
firmed  in  writing  by  the  Public  Body,  the 
claimant  may  present  an  impaid  moving 
bill  to  the  Public  Body,  and  the  Public 
Body  may  pay  the  mover  directly. 

(2)  If  for  actual  direct  loss  of  prop¬ 
erty,  written  evidence  thereof,  which  may 
include  appraisals,  certified  prices,  copies 
of  bills  of  sale,  receipts,  canceled  checks, 
copies  of  advertisements,  offers  to  sell, 
auction  records,  and  such  other  records 
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as  may  be  appropriate  to  support  the 
claim. 

(3)  In  any  other  case,  such  docu¬ 
mentation  as  may  be  required  by  the 
PubUc  Body,  which  may  include  income 
tax  returns,  withholding  or  informa¬ 
tional  statements,  and  proof  of  age. 

(c)  Time  for  filing  claims.  A  claim  for 
moving  expenses,  actual  direct  loss  of 
property,  or  a  small  business  displace¬ 
ment  payment  shall  be  submitted  to  the 
Public  Body  within  a  period  of  6  months 
after  the  displacement  of  the  claimant. 
A  claim  for  settlement  costs  shall  be  sub¬ 
mitted  within  6  months  after  the  costs 
have  been  incurred.  A  claim  for  a  reloca¬ 
tion  adjustment  payment  or  for  an  addi¬ 
tional  relocation  payment  shall  be  sub¬ 
mitted  within  a  period  of  60  days  after 
the  displacement  of  the  claimant.  A  claim 
for  a  replacement  housing  payment  shall 
be  submitted  within  18  months  after  the 
displacement  of  the  claimant.  The  time 
limitations  in  this  paragraph  (c)  may 
be  waived  by  the  Public  Body  for  good 
cause,  with  HUD  concurrence. 

§550.112  Limitation  on  amount  of  rr> 
ItM'ation  paymont^. 

(a)  Moving  expenses  and  loss  of  prop¬ 
erty — (1)  Maximum  amount — individ¬ 
uals  or  families.  The  maximum  relocation 
payment  that  may  be  made  or  recognized 
for  moving  expenses  and  actual  direct 
loss  of  property,  for  which  reimburse¬ 
ment  or  compensation  is  not  otherwise 
made,  to  an  individual  or  family  shall  not 
exceed  $200.  The  maximum  relocation 
payment  that  may  be  made  or  recognized 
for  moving  expenses  and  actual  direct 
loss  of  property,  for  which  reimburse¬ 
ment  or  compensation  is  not  otherwise 
made,  to  two  or  more  unrelated  individ¬ 
uals  occupidng  the  same  dwelling  imlt 
shall  not  exceed  $200. 

(2)  Maximum  amount — business  con¬ 
cerns.  TTie  maximum  relocation  pay¬ 
ment  that  may  be  made  or  recognized  In 
the  case  of  a  business  concern  for  moving 
expenses  and  actual  direct  loss  of  prop¬ 
erty,  for  which  reimbursement  or  com¬ 
pensation  is  not  otherwise  made,  shall 
not  exceed  $3,000:  Provided,  That  if  the 
total  of  the  actual  moving  expenses  is 
greater  than  $3,000,  the  maximum  re¬ 
location  payment  that  may  be  made  or 
recognized  in  the  case  of  a  business  con¬ 
cern,  for  which  reimbursement  of  com¬ 
pensation  is  not  otherwise  made,  shall 
be  the  sum  of : 

(i)  The  total  actual  moving  expenses 
or  $25,000  whichever  is  less;  and 

(ii)  A  percentage  of  the  actual  moving 
expenses  in  excess  of  $25,000,  which  per¬ 
centage  shall  be  the  same  as  the  percent¬ 
age  of  project  cost  paid  for  by  the  Fed¬ 
eral  Grant  under  the  terms  of  the  Fed¬ 
eral  Grant  Contract:  Provided,  That  the 
Public  Body  makes  a  cash  payment  to 
the  bu.siness  concern  equal  to  the  re¬ 
mainder  of  the  actual  moving  costs  in 
excess  of  $25,000,  which  payment  shall 
not  constitute  any  portion  of  the  local 
share  of  the  project  cost. 

(3)  Maximum  moving  distance.  If  a 
business  concern  moves  beyond  100  miles 
from  the  boundary  of  the  city,  town, 
township,  village,  or  county,  as  the  case 
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may  be,  in  which  the  project  is  carried 
out,  a  relocation  payment  for  its  moving 
expenses  may  not  be  made  in  excess  of 
the  reasonable  and  necessary  expenses 
for  moving  such  distance  of  100  miles. 

(b)  Small  business  displacement  pay¬ 
ment.  A  small  business  displacement 
payment  shall  be  $2,500. 

(c)  Relocation  adjustment  payment. 
The  total  relocation  adjustment  pay¬ 
ment  that  may  be  made  for  a  family  or 
elderly  individual  shall  be  an  amoimt 
not  to  exceed  $500  which,  when  added  to 
20  percent  of  the  annual  Income  of  the 
family  or  individual  at  the  time  of  dis¬ 
placement.  equals  the  average  annual 
gross  rental  required  for  a  decent,  safe, 
and  sanitary  dwelling  of  modest  stand¬ 
ards  adequate  in  size  to  accommodate 
the  family  or  individual  (in  the  area  in 
which  the  project  is  carried  out  or  in 
other  areas  generally  not  less  desirable  in 
regard  to  public  utilities  and  public  and 
commercial  facilities) ,  as  determined  by 
the  Public  Body, 

(d)  Maximum  amount — additional  re¬ 
location  payment.  The  total  additional 
relocation  payment  that  may  be  made  to 
a  family  or  elderly  or  handicapped  indi¬ 
vidual  shall  consist  of  monthly  payments 
over  a  period  not  to  exceed  24  months 
and  shall  be  paid  in  an  amount  (not  to 
exceed  $500  in  the  first  12  months  and 
not  to  exceed  $500  in  the  second  12 
months)  which,  when  added  to  20  per¬ 
cent  of  the  annual  income  of  the  family 
or  individual  at  the  time  of  displace¬ 
ment,  shall  be  equal  to  the  average  an¬ 
nual  gross  rental  required  to  secure  a 
decent,  safe,  and  sanitary  dwelling  of 
modest  standards  adequate  in  size  to 
accommodate  the  family  or  individual 
(in  the  area  in  which  the  project  is 
carried  out  or  in  other  areas  not  gen¬ 
erally  less  desirable  in  regard  to  public 
utilities  and  commercial  facilities),  as 
determined  by  the  Public  Body. 

(e)  Maximum  amount — replacement 
housing  payment.  The  total  replacement 
housing  payment  that  may  be  made  for 
a  family  or  individual  eligible  for  a  re¬ 
placement  housing  payment  under 
§  550.105(c)  shall  be  an  amount  not  to  ex¬ 
ceed  $5,000,  which,  when  added  to  the 
acquisition  payment,  shall  be  equal  to 
the  average  price  required  for  purchase 
of  a  decent,  safe,  and  sanitary  dwelling 
of  modest  standards  adequate  in  size  to 
accommodate  the  displaced  owner,  which 
is  reasonably  accessible  to  public  services 
and  places  of  employment,  and  which  is 
available  on  the  private  market. 

§  ,>.>0.11.1  l)i^l(‘rniiiiulions  in  roiHlciiina- 
lioii  prorei'dings. 

Notwithstanding  any  other  provision  of 
the  regulations  in  this  subpart,  when 
property  is  acquired  by  proceedings  in 
condemnation,  and  the  amount  of  the 
judgment  Includes  an  allowance  for  any 
of  the  expenses  included  within  the  defi¬ 
nition  of  relocation  payment  appearing 
at  §  550.101  (m),  the  portion  of  the  judg¬ 
ment  representing  compensation  for 
these  expenses,  if  separately  stated,  shall 
be  entitled  to  recognition  as  a  relocation 
payment  in  an  amoimt  not  to  exceed  the 
applicable  dollar  limitations  of  §  550.112: 


Provided.  That  the  allowance  for  actual 
direct  loss  of  property  makes  no  com¬ 
pensation  for  loss  of  goodwill  or  profit. 

PART  555— GRANTS  FOR  BASIC  PUB¬ 
LIC  WATER  AND  SEWER  FACILITIES 

Sec. 

555.1  Purpose. 

555.2  Definitions. 

555.3  Grants  for  basic  public  water  and 

sewer  facilities. 

555.4  Eligible  projects. 

555.5  Requirements  for  assistance. 

555.6  Labor  standards. 

555.7  Certification  of  projects  for  sewer 

facilities. 

555.8  Application  of  other  Federal  laws. 

555.9  Information,  application  forms,  and 

applications. 

Authority:  The  provisions  of  this  Part 
555  Issued  under  secs.  702,  705,  79  Stat.  490, 
492;  42  U.S.C.  3102,  3105. 

§  .'>.^5.1  Purpo^so. 

The  purpose  of  section  702  of  the 
Housing  and  Urban  Development  Act  of 
1965  (79  Stat.  490,  42  U.S.C,  3102)  is  to 
assist  the  large  and  small  communities 
throughout  the  Nation  to  serve  the  needs 
of  their  citizens  and  to  promote  efficient 
and  orderly  community  growth  and  de¬ 
velopment  by  making  available  Federal 
grant  assistance  to  construct  adequate 
basic  public  water  and  sewer  facilities. 

§  .'>.’>.'>.2  Definitions. 

(a)  “Act”  shall  mean  the  Housing  and 
Urban  Development  Act  of  1965  (Public 
Law  89-117,  approved  August  10,  1965). 

(b)  “Development  cost”  shall  mean 
the  cost  of  constructing  a  basic  public 
water  or  sewer  facility  and  the  cost  of 
acquiring  the  land  on  which  it  is  located, 
including  site  improvements  necessary  to 
permit  the  use  of  the  land  as  a  site  for 
the  facility. 

(c)  “Local  public  bodies  and  agen¬ 
cies”  shall  mean  any*  public  corporate 
bodies  or  political  subdivisions;  public 
agencies  or  instrumentalities  of  one  or 
more  States  (including  public  agencies 
and  instrumentalities  of  one  or  more 
municipalities  or  other  political  subdivi¬ 
sions  of  one  or  more  States) ;  Indian 
tribes;  or  boards  or  commissions  estab¬ 
lished  under  the  laws  of  any  State  to 
finance  specific  capital  improvement 
projects. 

(d)  “Secretary”  shall  mean  the  Secre¬ 
tary  of  Housing  and  Urban  Development, 
or  an  officer  authorized  to  perform  the 
functions  of  the  Secretary. 

(e)  “State”  shall  mean  the  several 
States,  the  District  of  Columbia,  the 
Commonwealth  of  Puerto  Rico,  and 
territories  and  posse.ssions  of  the  United 
States. 

§  .’>.'>.'>..'1  C;raiils  for  public  water 

and  sewer  facilities. 

(a)  Grants  of  not  more  than  50  per¬ 
cent  of  the  development  cost  of  eligible 
basic  public  water  or  sewer  facility 
projects  may  be  made  to  local  public 
bodies  and  agencies. 

(b)  Grants  of  not  more  than  90  per¬ 
cent  of  the  development  cost  of  an  eli¬ 
gible  sewer  facility  project  may  be  made 
if  the  project  is  to  .serve  a  community 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


having  a  population  of  less  than  10,000, 
according  to  the  most  recent  decennial 
census,  which  is  situated  within  a  metro¬ 
politan  area,  and  if  such  community  is 
unable  to  finance  the  construction  of  the 
sewer  facility  without  the  increased 
grant,  and  if  in  such  community  (1) 
there  does  not  exist  a  public  or  other  ade¬ 
quate  sewer  facility  which  serves  a  sub¬ 
stantial  portion  of  the  inhabitants  of  the 
community  and  (2)  the  rate  of  unem¬ 
ployment  is,  and  has  been  continuously 
for  the  preceding  calendar  year,  100  per¬ 
cent  above  the  national  average. 

§  555.4  Eligible  projeets. 

(a)  Grant  assistance  is  available  to 
construct  new  facilities  and  to  enlarge 
or  improve  existing  facilities  of  the  fol¬ 
lowing  types: 

(1)  Basic  public  water  facilities,  in¬ 
cluding  facilities  for  the  storage,  supply, 
treatment,  purification,  or  distribution 
of  water  for  domestic,  commercial,  or 
industrial  use;  and 

(2)  Basic  public  sewer  facilities,  in¬ 
cluding  sanitary  sewer  systems  for  the 
collection,  transmission,  and  discharge 
of  Uquid  wastes;  and  storm  sewer  sys¬ 
tems  for  the  collection,  transmission, 
and  discharge  of  water  caused  by  rain¬ 
fall  or  ground  water  runoff. 

(b)  The  basic  public  water  or  sewer 
facility  for  which  a  grant  may  be  made 
may  include  all  parts  of  the  water  or 
sewer  facility  except  household  connec¬ 
tions  and  the  local  collection  or  distri¬ 
bution  laterals. 

(c)  Grant  assistance  will  not  be  pro¬ 
vided  to  finance  ordinary  repairs  or 
maintenance  of  existing  facilities. 

(d)  Grant  assistance  will  not  be  pro¬ 
vided  for  the  construction  of  “treatment 
works”  as  defined  in  the  Federal  Water 
Pollution  Control  Act  (70  Stat.  506,  23 
U.S.C.  1173). 

§  555.5  Rrquireincnts  for  assiKtanro. 

(a)  An  eligible  project  must  be  nec¬ 
essary  to  provide  adequate  water  or 
sewer  facilities  for,  and  contribute  to  the 
improvement  of  the  health  or  living 
standards  of,  the  people  in  the  commu¬ 
nity  to  be  served  by  the  project.  The 
project  must  be — 

(1)  Designed  so  that  an  adequate  ca¬ 
pacity  will  be  available  to  serve  the  rea¬ 
sonably  foreseeable  growth  needs  of  the 
area; 

(2)  Consistent  with  a  program  for  a 
unified  or  officially  coordinated  areawide 
water  or  sewer  facilities  system  as  part 
of  the  comprehensively  plarmed  develop¬ 
ment  of  the  area;  and 

(3)  Necessary  to  orderly  community 
development. 

(b)  Prior  to  July  1, 1968,  the  Secretary 
may,  in  his  discretion,  make  a  grant  with 
respect  to  an  eligible  project  if  the  pro¬ 
gram  for  an  areawide  water  or  sewer 
facilities  system  is  imder  active  prepara¬ 
tion  but  not  yet  completed,  if  the  facility 
for  which  assistance  is  sought  can  rea¬ 
sonably  be  expected  to  be  required  as 
part  of  such  an  areawide  program,  and 
there  is  an  urgent  need  for  the  facility. 
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(c)  The  Secretary  is  authorized  to 
make  a  grant  with  respect  to  an  eligible 
project  for  a  sewer  facility  without  re¬ 
gard  to  the  requirements  contained  in 
this  section  in  the  case  of  a  community 
which  is  eligible  for  an  Increased  grant 
under  §  555.3(b). 

§  555.6  I.ukor  ^landariU. 

All  laborers  and  mechanics  employed 
by  contractors  or  subcontractors  on 
projects  assisted  by  a  grant  made  pur¬ 
suant  to  section  702  of  the  Act  shall  be 
paid  wages  at  rates  not  less  than  those 
prevailing  on  similar  construction  in  the 
locality  as  determined  by  the  Secretary 
of  Labor  in  accordance  with  the  Davis- 
Bacon  Act,  as  amended  (40  U.S.C.  276a — 
276a-5),  and  shall  receive  overtime  com¬ 
pensation  in  accordance  with  and  sub¬ 
ject  to  the  provisions  of  the  Contract 
Work  Hours  Standards  Act  (40  U.S.C. 
327-332).  The  Secretary  of  Labor  has, 
with  respect  to  the  labor  standards  speci¬ 
fied  in  this  section,  the  authority  and 
functions  set  forth  in  Reorganization 
Plan  Number  14  of  1950  (15  F.R.  3176, 
5  U.S.C.  133Z-15)  and  section  2  of  the 
Act  of  June  13,  1934,  as  amended  (40 
U.S.C.  276c).  No  such  project  shall  be 
approved  without  first  obtaining  ade¬ 
quate  assurance  that  these  labor  stand¬ 
ards  will  be  maintained  upon  the  con¬ 
struction  work. 

§  55.5.7  Corlirioali»»n  of  projot-ls  for 
sewer  facilities. 

Grant  a.ssLstance  may  not  be  made 
available  for  a  project  for  a  sewer  facility 
unless  the  Secretary  of  the  Interior  cer¬ 
tifies  to  the  Secretary  that  any  waste  ma¬ 
terial  carried  by  the  facility  will  be 
adequately  treated  so  as  to  meet  ap¬ 
plicable  Federal,  State,  interstate,  or 
local  water  quality  standards  before  such 
waste  material  is  discharged  into  any 
public  waterway. 

§  55.5.8  Appliealion  of  oilier  Federal 
laws. 

(a)  Grants  authorized  by  section  702 
of  the  Act  are  subject  to  provisions  of: 

(1)  Title  VI  of  the  Civil  Rights  Act  of 
1964  (Public  Law  88-352,  42  U.S.C. 
2000d) .  which  provides  that  no  person  in 
the  United  States  shall,  on  the  ground  of 
race,  color,  or  national  origin,  be  ex¬ 
cluded  from  participation  in,  or  be  de¬ 
nied  the  benefits  of,  or  be  otherwise  sub¬ 
jected  to  discrimination  imder  any  pro¬ 
gram  or  activity  receiving  Federal 
financial  assistance;  and 

(2)  Title  IV  of  the  Housing  and  Urban 
Development  Act  of  1965  (42  U.S.C.  3071- 
3074),  which  requires  that,  as  a  condi¬ 
tion  of  eligibility  for  assistance  under 
section  702  of  the  Act,  the  applicant  will 
follow  certain  prescribed  policies  in  the 
acquisition  of  real  property  by  eminent 
domain. 

(b)  An  applicant  for  grant  assistance 
under  section  702  of  the  Act  will  be  re¬ 
quired  to  furnish  satisfactory  assurance 
^at  it  will  comply  with  the  requirements 
and  policies  referred  to  in  paragraph  (a) 
of  this  section. 
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§  5.5.5.9  Iiifurniation,  applioaliiin  forms, 
and  applications. 

Information  and  application  forms 
may  be  obtained  from,  and  applications 
submitted  to,  the  Regional  or  Area  Office 
of  the  Department  of  Housing  and  Urban 
Development  which  serves  the  area  in 
which  the  applicant  is  located. 

PART  556 — EVALUATION  OF  PRE¬ 
LIMINARY  APPLICATIONS  FOR 
BASIC  WATER  AND  SEWER  FACILI¬ 
TIES  GRANTS 

Sec. 

556.1  Scope. 

556.2  Deflnitious. 

556.3  Preliminary  applications  for  assist¬ 

ance. 

556  4  Criteria  for  evaluating  preliminary 
applications. 

556.6  Orderly  growth  and  development. 
556.8  Financial  need. 

556.10  Housing. 

556.12  Health. 

556.14  Local  job  and  business  opportu¬ 
nities. 

556.16  Community  development. 

556.18  Further  application  procedures. 

Authority:  The  provisions  of  this  Part 
556  issued  under  secs.  702  and  705,  79  Stat. 
490,  492;  42  U.S.C.  3102,  3105. 

§  .'>56.1  Scope. 

This  part  sets  forth  the  criteria  and 
procedures  used  in  evaluating  prelimi¬ 
nary  applications  for  Federal  grant  as¬ 
sistance  to  local  public  bodies  and  agen¬ 
cies  for  basic  water  and  .sewer  facilities 
under  the  Act.  The  evaluation  of  pre¬ 
liminary  applications  described  in  this 
part  does  not  result  in  a  final  decision 
by  the  Secretary  to  extend  grant  assist¬ 
ance  to  particular  projects  for  the  con¬ 
struction  of  such  facilities.  Further  ap¬ 
plication  procedures  are  described  in 
§  556.18. 

§  5.’>6.2  DcnilitiunR. 

The  terms  “Act”,  “development  cost”, 
“local  public  bodies  and  agencies”,  “Sec¬ 
retary”,  and  “State”  shall  have  the  mean¬ 
ings  given  in  §  555.2  of  this  chapter. 

§  5.'>6.3  IVcIiniinury  nppliratioiis  fur 
assistance. 

(a)  Preliminary  applications  for 
grants  for  water  and  sewer  facilities 
shall  be  submitted  on  Standard  Form 
101,  to  the  appropriate  HUD  regional  or 
area  office  having  jurisdiction  over  the 
geographic  area  involved  in  the  appli¬ 
cation.  Copies  of  this  form  may  be  ob¬ 
tained  on  request  from  the  regional  or 
area  office. 

(b)  In  general.  Standard  Form  101  re¬ 
quests  the  legal  name  and  addre.ss  of 
the  applicant  (an  eligible  local  public 
body  or  agency) ;  a  brief  description  of 
the  proposed  project  and  its  purpose;  a 
list  of  the  localities  to  be  served;  the 
public  interest  and  necessity  for  the  proj¬ 
ect;  and  the  proposed  method  of  financ¬ 
ing  including  the  total  project  cost  and 
the  grant  amount  requested. 
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§  556.4  Criteria  for  evaluating  prelim¬ 
inary  applications. 

Criteria  for  evaluating  preliminary  ap¬ 
plications  are  divided  into  the  following 
major  categories : 

(a)  Orderly  growth  and  development. 

(b)  Financial  need. 

(c)  Housing. 

(d)  Health. 

(e)  Local  job  and  business  opportu¬ 
nity. 

(f )  Commimity  development. 

The  elements  considered  in  each  cate¬ 
gory  are  described  in  the  following  sec¬ 
tions,  and  the  method  of  assigning  rat¬ 
ing  points  to  each  element  or  category 
is  set  forth.  Points  are  awarded  to  each 
element  or  category  in  the  following 
manner  unless  otherwise  specifically  in¬ 
dicated:  If  a  statement  imder  a  partic¬ 
ular  element  or  category  applies  spe¬ 
cifically  to  the  project  application  imder 
consideration,  the  application  is  awarded 
the  number  of  p>oints  assigned  to  that 
statement.  If  no  statement  applies,  no 
points  are  awarded  to  the  application  for 
that  element. 

§  556.6  Orderly  groMlh  and  develop- 
nienl. 

(The  value  of  this  category  is  the  sum 
of  the  values  of  paragraphs  (a)  to  (d)  of 
this  section.) 

(a)  Service  area  need.  (Select  one) : 


(1)  Is  to  rehabilitate  an  existing  system 
with  no  increase  In  the  area  served.  1 

(2)  Is  to  Increase  the  existing  area 
served  with  or  without  rehabilitation 

of  the  existing  system _  5 

(S)  Is  to  provide  a  basic  system  for  a 
community  which  Is  presently  un¬ 
served  _  10 


“Service  area”  means  the  total  geo¬ 
graphic  area  for  which  the  applicant  has 
legal  responsibility  to  provide  services 
and  facilities.  “Rehabilitation”  refers 
only  to  major  items  of  construction;  it 
does  not  include  normal  maintenance 
and  repair.  The  phrase  “increase  the  area 
served”  refers  to  the  provision  of  facili¬ 
ties  in  those  portions  of  the  service  area 
which  are  not  currently  part  of  the  ex¬ 
isting  system.  A  “basic  system”  is  one 
which  provides  facilities  within  the  serv¬ 
ice  area  where  no  facilities  currently 
exist,  but  existing  or  proposed  support¬ 
ing  facilities,  e.g.,  water  supply  or  sew¬ 
age  treatment,  may  be  provided  by  other 
units  of  government. 

(b)  Capacity  for  future  growth.  (Se¬ 
lect  one) : 

( 1 )  Tlie  project  provides  for  the  reason¬ 

able  foreseeable  growth  needs  of  the 
area  _  1 

(2)  The  project  provides  for  the  reason¬ 

able  foreseeable  growth  needs  of  the 
area  In  addition  to  providing  for  an 
anticipated  urgent  need  of  the  ap¬ 
plicant  In  the  next  2  to  S  years _  5 

(3)  The  project  provides  for  the  reason¬ 

able  foreseeable  growth  needs  of  the 
area  In  addition  to  meeting  an  im¬ 
mediate  critical  need _  10 

“Reasonable  foreseeable  growth  needs” 
are  determined  by  the  applicant  as  re- 
fiected  in  the  functional  planning  and 
programing  for  the  area.  “Urgent  need” 
refers  to  a  need  which,  if  not  corrected 


in  the  next  5  years,  can  be  expected  to 
result  in  a  critical  need.  A  “critical  need” 
refers  to  a  need  that  should  be  satis¬ 
fied  immediately,  e.g.,  a  desperate  need 
for  water  including  any  need  to  import 
water,  or  a  need  to  control  frequent  inun¬ 
dations  or  to  eliminate  sources  of 
epidemics. 

(c)  Planning  and  programing. 

If  the  statement  of  goals  and  objectives 
prepared  by  the  areawide  planning 
organization  has  been  endorsed  or 
adopted,  as  provided  by  State  law,  by 
the  unlt(s)  of  general-purpose  govern¬ 
ment  for  the  area  In  which  the  project 
is  located,  the  application  wiU  be 
awarded  the  following  number  of 
points  _  5 

(d)  State  and  regional /metropolitan 
clearinghoiuc  concern. 

If  the  proposed  project  has  high  priority 
for  the  State  or  regional/metropolitan 
program,  based  on  the  State  or 
reglonal/metropolltan  clearinghouse 
review  and  comment,  the  application 
will  be  awarded  the  following  number 
of  points  _  5 

§  556.8  Financiul  need. 

(Value  of  this  category  is  the  sum  of 
the  values  of  paragraphs  (a)  to  (c)  of 
this  section.) 

(a)  If  the  project  cannot  be  financed 
without  the  requested  Federal  assist¬ 
ance,  the  application  will  be  awarded 
the  following  number  of  points _  5 

Ability  to  finance  the  project  on  the  basis 
of  revenue  bonds  Is  computed  at  6  percent 
interest  over  25  years.  If  the  estimated  net 
revenue  in  an  average  year  exceeds  the  total 
debt  service  costs  for  that  year  by  a  factor 
of  1.25,  it  Is  assumed  that  the  project  can 
be  financed  without  the  requested  Federal 
aid,  and  the  points  will  not  be  awarded. 

(b)  Relative  median  family  Income:  The 
median  family  income  of  the  service  area 
of  the  proposed  project  compsu'ed  to  the 
median  family  income  of  the  State  In  which 
the  project  Is  to  be  located  Is:  (Select  one) : 


(1)  $501-41,500  above . . . — _  2 

(2)  $l-$500  above  _  4 

(3)  $0-$500  below _  6 

(4)  $501-41,500  below . .  8 

(6)  $1,501  or  more  below _  10 


Median  family  incomes  for  the  service  area 
and  the  State  are  to  be  obtained  by  utilizing 
the  City-County  Data  Book  or  other  census 
data.  In  those  instances  where  the  median 
family  income  for  the  area  as  determined 
from  the  source  material  appears  Incon¬ 
sistent  with  the  Department’s  knowledge  of 
the  community,  adjacent  area  median  fam¬ 
ily  incomes  will  be  considered. 

(c)  Non-Federal  financial  aid:  (Value  of 
this  element  Is  the  sum  of  the  values  of 

(1)  and  (2).) 

(1)  State  assistance  (grant  and/or 

loan)  Is  being  provided  to  assist  in 
project  financing _  3 

(2)  Units  of  government  other  than  the 
applicant  and  a  State  are  providing 
financial  assistance  for  the  project-  2 

Financing  by  other  units  of  governments 
Includes  grants,  loans,  or  contributions  to 
the  construction  of  the  project  by  units  of 
general-  or  special-purpose  governments 
other  than  the  applicant  and  a  State. 

§  .5.56.10  Housing. 

(The  value  of  this  category  Is  the  sum 
of  the  values  of  paragraphs  (a)  and  (b) 
of  this  section.) 


(a)  Decent,  safe,  and  sanitary  hous¬ 
ing.  (Value  of  this  element  is  tlie  sum 
of  the  values  of  subparagraphs  (1)  to 
(3)  of  this  paragraph.) 

The  project  Is  necessary  for  the — 

(1)  Maintenance  of  existing  decent,  safe 

and  sanitary  housing _  2 

(2)  Maintenance  of  existing,  or  assist¬ 

ance  to  proposed,  decent,  safe,  and 
sanitary  low  and  moderate  income 
housing  _  3 

(3)  Assistance  of  significant  areas  of 

housing  that  Is  less  than  decent, 
safe,  and  sanitary _  2 

“Decent,  safe,  and  sanitary  housing”  re¬ 
fers  to  housing  that  is  in  accordance 
with  local  housing  standards  in  the  area 
in  which  the  project  is  to  be  located. 
“Low-  and  moderate-income  housing” 
refers  to  housing  with  a  fair  market 
value  that  is  equal  to  or  less  than  tlio 
resultant  of  multiplying  the  section  235- 
236  maximum  income  for  a  family  of 
four,  as  established  by  the  Secretary  for 
the  county  in  which  the  project  is  lo¬ 
cated,  by  a  factor  of  3.  “Low-  and  mod¬ 
erate-income  housing”  also  refers  to 
housing  with  an  annual  rental  equal  to 
or  less  than  one-third  of  such  section 
235-236  maximum  income. 

(b)  Accessibility  of  housing.  (Select 
one) : 

Percent  of  bousing  In  project  area  that  will 
be  accessible  on  a  nondlscrlmlnatory  basis 
to  families  and  Individuals  with  low  and 
moderate  income  Is: 


(1)  81-100  percent _  10 

(2)  Cl-80  percent _  8 

(3)  41-60  percent _  6 

(4)  21-40  percent _  4 

(5)  20  percent  or  less _  2 


As  used  herein,  “nondiscrimlnatory” 
means  free  of  legal  or  social  constraints 
arising  from  race,  creed,  color,  and  na¬ 
tional  origin. 

§.‘>.56.12  Ileahli. 

The  proposed  project  is  necessary  for: 
(Select  one) : 


(a)  Elimination  of  a  potential  public 

health  hazard _  6 

(b)  Elimination  of  a  demonstrated  pub¬ 
lic  health  hazard _ 1 _  12 

(c)  Elimination  of  a  critical  health 

h.^zard _  18 


A  “potential  public  health  hazard”  re¬ 
fers  to  a  hazard  which  if  not  corrected 
can  be  expected  to  result  in  a  dangerous 
lowering  of  environmental  quality  and 
health  standards:  e.g.,  malfunctioning 
septic  tanks,  polluted  individual  wells, 
or  areas  subject  to  inundation  not  more 
often  than  every  5  years  but  at  least  once 
every  10  years.  A  “demonstrated  public 
health  liazard”  refers  to  hazards  from 
existing  sources  which  if  not  corrected, 
could  re.sult  in  disease  of  epidemic  pro¬ 
portions  (which  sources  are  evidenced  by 
epidemiological  studies  and  reports), 
contamination  of  domestic  water  sources 
from  any  cause,  the  need  to  import  water 
for  any  cause,  and  the  inundation  of  the 
area  more  frequently  than  every  5  years. 
A  “critical  public  health  hazard”  refers 
to  a  demonstrated  public  health  hazard 
which  must  be  resolved  immediately,  e.g.. 
a  desperate  need  for  water,  control  ol 
demonstrated  causes  of  diseases  of  epi¬ 
demic  proportions,  and  the  inundation 
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of  the  area  more  frequently  than  once 
per  year. 

§  556.14  Local  job  and  bu»tines8  oppor¬ 
tunities. 

(Value  of  this  category  is  the  stun  of 
paragraphs  (a)  to  (e)  of  this  section.) 


(a)  The  project  is  needed  for  existing 

or  proposed  commercial  or  indus¬ 
trial  development _  2 

(b)  During  the  construction  phase  of 

the  project,  on-the-job  training  ac¬ 
tivities  will  be  provided _ 2 

(c)  The  project  will  provide  job  oppor¬ 

tunities  for  underemployed  and  un¬ 
employed  persons _  2 

(d)  The  project  has  provisions  for  small 

business  participation _  2 

(e)  The  project  has  provisions  for  mi¬ 
nority  business  participation _  2 


“On-the-job  training’’  refers  to  union  or 
government  sponsored  apprenticeship  or 
similar  training  programs.  “Small  busi¬ 
nesses’’  refers  to  those  contractors,  in¬ 
cluding  supply  contractors,  whose  con¬ 
tractual  abilities  are  limited  to  $125,000 
or  less.  In  addition  to  information  fur¬ 
nished  on  SF-101,  the  relationship  of  the 
project  to  commercial  or  industrial  de¬ 
velopment  in  the  area  will  be  taken  into 
accoimt. 

§  556.16  Community  development. 

The  degree  to  which  the  project  is 
necessary  for  undertaking  other 
publicly  supported  community  de¬ 
velopment  activities _  1  to  5 

“Commimity  development  activities’’  re¬ 
fers  to  those  publicly  supported  physical 
devlopment  activities  and  those  related 
social  or  economic  development  activities 
being  carried  out  or  to  be  carried  out 
within  a  reasonable  period  of  time  in 
accordance  with  a  locally  determined  or 
areawide  plan  or  strategy.  Factors  taken 
into  consideration  may  include  the  proj¬ 
ect’s  responsiveness  to  local  needs  and 
objectives,  the  economies  possible 
through  coordinated  or  joint  action,  and 
the  degree  of  support  by  the  appropriate 
unit(s)  of  local  general-purpose 
government. 

§  556.18  Further  applieuliun  proee- 
diires. 

(a)  Preliminary  applications  that  re¬ 
ceive  a  comparatively  high  rating  are 
placed  on  the  potential  project  list  by  the 
regional  or  area  office  having  jurisdiction 
over  the  geographic  area  to  which  the 
application  relates.  Then,  depending 
upon  the  relative  rating  of  the  prelim¬ 
inary  application  among  other  such 
applications  submitted  to  the  area  or 
regional  office  within  any  given  period, 
the  applicant  may  be  asked  to  submit 
further  application  material,  with  sup¬ 
porting  documentation,  so  that  a  Anal 
decision  on  the  grant  may  be  reached. 
Such  application  material  is  subject  to 
further  reviews  to  determine  compliance 
of  the  application  with  basic  eligibility 
and  technical  requirements. 

(b)  The  relative  rating  of  the  prelimi¬ 
nary  application  and  remedial  action 
by  applicants  are  determined  as  follows: 
A  minimum  value  that  will  permit  fimd- 
Ing  within  the  area  office  Is  to  be  de¬ 
termined  on  the  basis  of  aggregate  scores 


of  rated  applications.  When  an  SF-101 
fails  to  receive  the  prescribed  score  for 
inclusion  of  the  project  on  the  potential 
project  list,  the  application  and  sup¬ 
porting  dociunents  will  be  returned  to 
the  applicant  with  advice  as  to  areas  of 
deficiency.  Remedial  action  regarding 
the  deficiencies  must  be  undertaken  be¬ 
fore  the  proposal  may  be  reconsidered. 

Chapter  VI — Office  of  Assistant  Sec¬ 
retary  for  Community  Planning  and 
Management  [Reserved! 

Chapter  VII — Community 
Development  Corporation 

Subchapter  A  IReterved] 

Subchapter  B — Assistance  for  New  Communities 
Part 

710  Guarantee  of  private  obligations  for 
financing  new  community  land 
development. 

SUBCHAPTER  A  IRESERVEO] 
SUBCHAPTER  B — ASSISTANCE  FOR  NEW 
COMMUNITIES 

PART  710— GUARANTEE  OF  PRIVATE 
OBLIGATIONS  FOR  FINANCING 
NEW  COMMUNITY  LAND  DEVEL¬ 
OPMENT 

Subpart  A — General 

Sec. 

710.1  Statement  of  applicable  law. 

710.2  Definitions. 

710.3  Information. 

Subpart  B — New  Community  Criteria  and 
Standards 

710.5  General  criteria  for  new  communi¬ 

ties. 

710.6  Specific  characteristics  of  a  new  com¬ 

munity. 

710.7  Other  requirements  for  new  com¬ 

munity  development. 

Subpart  C — Financial  and  Economic  Criteria 
and  Standards 

710  8  Economic  feasibility. 

710.9  General  financial  plan  and  program. 

710.10  Maximum  Federal  guarantee. 

710.11  Land  valuation. 

710.12  Cost  estimation. 

710.13  Terms  and  conditions  of  borrowing. 

710.14  Equity  and  working  capital. 

710.15  Security  for  the  guarantee. 

710.16  Terms  and  conditions  of  payment 

under  the  guarantee. 

Subpart  D — Procedures 

710.18  Preapplication  proposal. 

710.19  Application. 

710.20  Project  agreement. 

710.21  Issuance  of  guaranteed  obligations. 

710.22  Project  execution  and  monitoring. 

Subpart  E — Fee  and  Charge  Schedule 

710.24  Application  charge. 

710.25  Commitment  charge. 

710.26  Reopening  charges. 

710.27  Guarantee  fee. 

710.28  Annual  fee. 

710.29  Transfer  charge. 

AuTHoamr:  The  provisions  of  this  Part  710 
Issued  under  secs.  413,  7(d),  82  Stat.  617. 
79Stat.  670;  42  U.S.C.  3912, 3536(d). 

Subpart  A — General 
§  710.1  Statement  of  applicable  law. 

(a)  The  New  Communities  Act  of  1968 
(42  U.S.C.  3901-3914)  authorizes  the 


Secretary  of  Housing' and  Urban  Devel¬ 
opment  to  guarantee  obligations  issued 
by  private  developers  to  help  finance 
new  community  development  projects. 
It  also  authorizes  the  Secretary  to  make 
grants  to  State  and  local  public  bodies 
and  agencies  to  supplement  the  Federal 
assistance  that  is  otherwise  available  for 
certain  water,  sewer,  or  open-space  proj¬ 
ects  if  these  projects  are  needed  or  de¬ 
sirable  in  connection  with  an  approved 
new  community  project  which  will  make 
available  a  substantial  number  of  hous¬ 
ing  imits  for  persons  of  low  and  moderate 
income.  The  amount  of  such  grants  may 
not  exceed  20  percent  of  project  costs, 
and  since  this  is  to  supplement  other 
Federal  assistance,  the  projects  must 
also  meet  the  applicable  requirements 
for  regular  grants  imder  section  702  of 
the  Housing  and  Urban  Development 
Act  of  1965,  as  amended  (42  U.S.C. 
3102) ;  section  306(a)  (2)  of  the  Consoli¬ 
dated  Farmers’  Home  Administration 
Act,  as  amended  (7  U.S.C.  1926(a)(2)); 
or  title  VII  of  the  Housing  Act  of  1961, 
as  amended  (42  U.S.C.  1500-1500e) . 

(b)  The  Act  (1)  amends  section  202 
(b)  (4)  of  the  Housing  Amendments  of 
1955,  as  amended  (42  U.S.C.  1492),  to 
permit  public  facilities  loans  without  re¬ 
gard  to  the  population  limits  otherwise 
applicable  for  facilities  serving  a  new 
community  development:  (2)  amends 
section  24  of  the  Federal  Reserve  Act, 
as  amended  (12  U.S.C.  371),  with  regard 
to  the  authority  of  national  banks  to 
invest  in  obligations  guaranteed  under 
the  Act;  and  (3)  amends  section  5(c)  of 
the  Home  Owners  Loan  Act  of  1933,  as 
amended  (12  U.S.C.  1464),  with  regard 
to  the  authority  of  the  Federal  savings 
and  loan  associations  to  invest  In  obliga¬ 
tions  guaranteed  under  the  Act.  The 
Secretary  is  also  authorized  to  make 
comprehensive  planning  grants  under 
section  701  of  the  Housing  Act  of  1954, 
as  amended  (40  U.S.C.  461),  to  official 
governmental  planning  agencies  for 
planning  In  areas  where  rapid  urbaniza¬ 
tion  is  expected  to  occur  on  land  devel¬ 
oped  or  to  be  developed  as  a  new  com¬ 
munity  approved  under  the  Act. 

(c)  Additional  assistance  to  new  com¬ 
munities  may  be  available  imder  other 
Federal  laws,  even  though  they  do  not 
refer  specifically  to  the  Act  or  to  new 
communities.  For  example,  public  bodies 
may  receive  Federal  assistance  for  water 
and  sewer  and  open  space,  schools,  urban 
transit,  and  other  facilities  which  serve 
new  communities.  Federal  assistance  for 
private  sponsors  would  generally  be 
available  on  the  sr.me  basis  as  in  other 
communities.  For  example,  qualifying 
private  sponsors  may  receive  assistance 
for  sales,  rental,  and  cooperative  housing 
projects  for  lower  Income  families  pur¬ 
suant  to  sections  235  and  236  of  the  Na¬ 
tional  Housing  Act  as  amended  (12 
U.S.C.  1715Z  and  1715z-l). 

(d)  It  is  the  declared  purpose  of  the 
Act  to  encourage  the  development  of  new 
communities  that — 

(1)  Contribute  to  the  general  better¬ 
ment  of  living  conditions  through  the 
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improved  quality  of  community  develop¬ 
ment  made  possible  by  a  consistent  de¬ 
sign  for  the  provision  of  homes,  com¬ 
mercial  and  industrial  facilities,  public 
and  community  facilities,  and  open 
spaces; 

(2)  Make  substantial  contributions  to 
the  sound  and  economic  growth  of  the 
areas  in  which  they  are  located; 

(3)  Provide  needed  additions  to  the 
general  housing  supply; 

(4)  Provide  opportunities  for  innova¬ 
tion  in  housing  and  community  develop¬ 
ment  technology  and  in  land  use  plan¬ 
ning; 

(5)  Enlarge  housing  and  employment 
opportunities  by  increasing  the  range  of 
housing  choice  and  providing  new  in¬ 
vestment  opportunities  for  industry  and 
commerce; 

(6)  Encourage  the  maintenance  and 
growth  of  a  diversified  local  homebuUd- 
ing  industry;  and 

(7)  Include,  to  the  greatest  extent 
feasible,  the  employment  of  new  and  im¬ 
proved  technology,  techniques,  materials, 
and  methods  in  housing  construction,  re¬ 
habilitation,  and  maintenance  under 
programs  administered  by  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  with  a  view  to  reducing  the  cost  of 
such  construction,  rehabilitation,  and 
maintenance,  and  stimulating  the  in- 
cresised  and  sustained  production  of 
housing  imder  such  programs. 

§  710.2  Definitions. 

For  the  purpose  of  the  regulations  in 
this  part,  the  following  terms  shall 
mean; 

(a)  Act.  The  New  Communities  Act  of 
1968  (title  rv  of  the  Housing  and  Urban 
Development  Act  of  1968,  42  UH.C.  3901- 
3914). 

(b)  Secretary.  The  Secretary  of  Hous¬ 
ing  and  Urban  Development  or  his  au¬ 
thorized  representatives. 

(c)  Assistant  Secretary.  The  Assist¬ 
ant  Secretary  for  Commimity  Planning 
and  Management  or  his  authorized  rep¬ 
resentatives. 

(d)  Developer.  The  private  entity,  ap¬ 
proved  by  the  Secret^  to  carry  out  a 
new  commimity  project,  which  issues 
obligations  guaranteed  or  to  be  guaran¬ 
teed  under  ^e  Act. 

(e)  Project.  The  activities  and  under¬ 
takings  required  to  carry  out  a  plan  or 
plans  for  a  new  community  approved  by 
the  Secretary  under  the  Act 

(f)  Land  development.  The  process  of 
grading  land,  making,  installing,  or  con¬ 
structing  water  lines  and  water  supply 
installations,  sewer  lines,  and  sewage 
disposal  installations,  steam,  gas,  and 
electric  lines  and  installations,  roads, 
streets,  curbs,  gutters,  sidewalk^  storm 
drainage  facilities,  and  other  installa¬ 
tions  or  work,  whether  on  or  off  the  site, 
w’hlch  the  Secretary  deems  necessary  or 
desirable  to  prepare  land  for  residential, 
conunercial,  industrial,  or  other  uses,  or 
to  provide  facilities  for  public  or  common 
use.  The  term  “land  development”  shall 
not  include  any  building  unless  it  is  (1) 
a  building  which  Is  needed  in  connection 
with  a  water  supply  or  sewage  disposal 
installation  or  a  steam,  gas,  or  electric 
line  or  installation,  or  (2)  a  building. 
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other  than  a  school,  which  is  to  be  owned 
and  maintained  jointly  by  the  residents 
of  the  new  commimity  or  is  to  be  trans¬ 
ferred  to  public  ownership,  but  not  prior 
to  its  completion. 

(g)  Actual  costs.  The  costs  (exclusive 
of  rebates  or  discounts)  incurred  by  a 
new  community  developer  in  carrying 
out  the  land  development  assisted  under 
the  Act.  These  costs  may  include 
amounts  paid  for  labor,  materials,  con¬ 
struction  contracts,  land  planning,  en¬ 
gineers’  and  architects’  fees,  surveys, 
taxes,  and  interest  during  development, 
organizational  and  legal  expenses,  such 
allocation  of  general  overhead  expenses 
as  is  acceptable  to  the  Secretary,  and 
other  items  of  expense  incidental  to  de¬ 
velopment  which  may  be  approved  by  the 
Secretary.  If  the  Secretary  determines 
that  there  is  an  identity  of  interest  be¬ 
tween  the  new  community  developer  and 
a  contractor,  there  may  be  included  as  a 
part  of  actu^  costs  an  allowance  for  the 
contractor’s  profit  in  an  amount  deemed 
reasonable  by  the  Secretary. 

§  710.3  Information. 

(jeneral  information  on  the  new  com¬ 
munity  program  and  instructions  for  ap- 
pljdng  for  assistence  under  this  program, 
as  well  as  information  on  other  Federal 
programs  which  are  related  to  new  com¬ 
munities,  may  be  obtained  from  the  As¬ 
sistant  Secretary  for  Community  Plan¬ 
ning  and  Management,  U.S.  Department 
of  Housing  and  Urban  Development, 
Washington,  D.C.  20410. 

Subpart  B — New  Community  Criteria 
and  Standards 

§  710.5  Crnrral  rritrria  for  ^new  com¬ 
munities. 

In  determining  whether  a  given  under¬ 
taking.  othenvise  eligible  for  assistance 
and  consistent  with  the  purposes  of  the 
Act,  Is  a  new  community,  the  Secretary 
will  apply  the  following  general  criteria: 

(a)  A  new  community  must  include 
most,  if  not  all,  of  the  basic  activities  nor¬ 
mally  associated  with  a  city  or  town: 
Housing,  education,  cultural  facilities, 
transportation,  commerce,  industry,  and 
recreation. 

(b)  It  must  combine  these  varying 
activities  in  a  balanced  and  harmonious 
whole,  with  a  view  to  creating  an  en¬ 
vironment  that  is  an  attractive  place  to 
live,  work,  and  shop. 

(c)  It  must  have  a  favorable  impact 
upon  the  growth  and  development  of 
the  area  within  which  it  is  located  in 
terms  of  conserving  land,  minimizing 
transportation  problems,  extending  the 
range  of  housing  choice  for  all  who  live 
or  may  in  the  future  live  in  the  area, 
promoting  needed  economic  develop¬ 
ment.  and  creating  new  job  opportunities. 

(d)  It  must  be  designed  for  the  fuUest 
possible  range  of  people  and  families  of 
different  compositions  and  incomes  and 
must  be  open  to  members  of  all  national, 
ethnic,  and  racial  groups. 

§  710.6  Specific  cJiararterislics  of  a  new 
community. 

(a)  Size,  location,  and  internal  diver¬ 
sity — (1)  Size.  No  minimum  or  maximum 


size  is  prescribed  for  a  new  community 
qualifying  under  the  Act.  but  its  size 
must  be  significant  in  comparison  with 
existing  developments  and  communities 
in  the  area  in  which  it  is  located.  A 
new  community  that  would  be  too  small 
to  have  an  appreciable  impact  in  or  near 
a  metropolitan  area  might  qualify  for 
assistance  if  it  were  located  in  a  rural 
area  and  were  approximately  as  large 
as  other  communities  in  the  area. 

(2)  Location.  A  new  community  ni..y 
be  located  in  any  kind  of  area;  Urban 
urbanizing,  or  rural.  Wherever  located, 
a  new  community  must  have  accessibility 
to  highways,  airports,  or  other  public 
transportation  facilities  commen.':urate 
with  its  size  and  the  anticipated  require¬ 
ments  of  its  population,  industry,  ard 
commerce. 

(3)  Relationship  to  surrounding  de¬ 
velopment.  If  a  new  community  involves 
development  which  adds  to  an  existing 
community  or  to  an  existing  residential, 
commercial,  or  Industrial  area,  both  the 
old  and  new  development  will  be  con¬ 
sidered  in  determining  whether  the  new 
community  qualifies  for  assistance  under 
the  Act.  To  qualify,  however,  the  new 
development  must  be  substantial,  and 
the  old  and  new  elements  must  be  care¬ 
fully  integrated.  The  resulting  total  new 
community  must  be  planned  as  a  whole 
and  must  be  demonstrably  different  from 
that  which  existed  before.  An  addition  to 
existing  development  of  housing  alone,  or 
commercial  or  Industrial  facilities  alone, 
will  generally  not  be  considered  sufficient 
for  this  purpose.  Whether  or  not  the  new 
community  Incorporates  existing  devel¬ 
opment,  it  should  take  account  of  this 
development  In  internal  planning  and 
site  location  decisions. 

(4)  Internal  diversity.  Although  a  new 
community  need  not  be  completely  self- 
sufficient,  it  must  provide  in  a  single  area 
the  housing,  public  and  commercial  fa¬ 
cilities,  and  job  opportunities  normally 
associated  with  a  city  or  town.  In  deter¬ 
mining  the  degree  of  internal  diversity 
for  a  given  site,  consideration  will  be 
given  to  adequacy  of  existing  or  projected 
facilities  in  the  immediate  area.  How¬ 
ever,  the  commimity  may  not  consist 
simply  of  housing  or  of  housing  with  a 
minimum  of  commercial  facilities  serv¬ 
ing  only  the  immediate  needs  of  people 
for  neighborhood  shopping.  Nor  may  a 
new  community  be  predominantly  an 
industrial  or  commercial  development, 
with  a  minimum  supply  of  new  housing. 

(b)  Internal  development  plan.  A  new 
community  must  have  a  general  plan  and 
program  for  its  ultimate  development 
designed  to  create  and  maintain  an  at¬ 
tractive  and  viable  environment  respon¬ 
sive  to  human  needs.  Among  the  factors 
which  the  Secretary  will  consider  in 
evaluating  the  plan  are  the  following: 

(1)  Suitability  of  the  site  for  the  pro¬ 
posed  uses,  harmonious  relationship  of 
these  uses  with  surrounding  develop¬ 
ment,  and  their  protection  against 
adverse  physical  encroachment; 

(2)  Elffectlveness  of  the  land  use  and 
transportation  plans  and  population 
density  and  distribution  in  promoting 
harmonious  Interrelationships  and  opti¬ 
mum  internal  accessibility; 
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(3)  Preservation  and  enhancement  of 
natural  featimes  such  as  water  bodies  and 
steep  slopes;  establishment  and  mainte¬ 
nance  of  an  accessible  open-space  net¬ 
work  for  conservation,  natural  beauty, 
and  recreation;  and  effectiveness  of 
measures  to  prevent  environmental  pol¬ 
lution  and  problems  such  as  flooding  and 
soil  instability; 

(4)  Adequacy  of  public  facilities  to 
serve  community  needs.  Including  water 
and  sewer,  schools,  recreation,  health 
facilities,  streets,  walkways,  highways, 
and  other  transportation  facilities; 

(5)  Adequacy  of  controls  and  incen¬ 
tives  for  promoting  attractive  land  utili¬ 
zation.  urban  design  and  architecture; 

(6)  Phasing  of  all  features  of  the  plan 
on  a  schedule  compatible  with  economic 
feasibility  and  geared  to  the  timing  of 
land  acquisition,  development,  and  dis. 
position  as  reflected  in  the  financial 
plan; 

(7)  The  extent  to  which  the  plan  con¬ 
tains  innovative  features; 

(8)  Adequacy  of  provision  for  reloca¬ 
tion  of  existing  residents  and  businesses 
to  the  extent  required  by  the  land  use 
plan;  and 

(9)  Adaptability  of  the  plan  to  the 
various  problems  and  alternatives  which 
may  arise  as  development  proceeds. 

(c)  Housing  mix.  A  new  community 
must  contain  an  adequate  range  of  hous¬ 
ing  and  a  variety  of  housing  types  for 
both  sale  and  rental  for  people  of  all 
Incomes,  ages,  and  family  composition, 
including  a  substantial  amount  for 
people  of  low  and  moderate  income.  The 
^following  factors,  among  others,  will  be 
’considered  in  determining  the  sufficiency 
of  housing  mix: 

(1)  Existing  and  projected  distribu¬ 
tion  of  families  by  income  and  size  for 
the  region  in  which  the  project  is 
located; 

(2)  Existing  and  projected  housing 
supply  and  demand,  particularly  for  low- 
and  moderate-income  housing,  in  the 
region  and  market  area  of  the  project; 
and 

(3)  Income  and  family  characteristics 
of  persons  likely  to  be  employed  in  the 
new  community. 

Existing  housing  in  standard  condition 
or  proposed  to  be  rehabilitated  within 
the  new  community,  as  well  as  new  con¬ 
struction.  may  be  considered  in  deter¬ 
mining  adequacy  of  housing  balance.  But 
whether  this  hotising  is  to  be  newly  con¬ 
structed  or  rehabilitated,  the  new  com¬ 
munity  plan  must  include  reasonable  as¬ 
surances  that  the  units  planned  will  ac¬ 
tually  be  provided.  If  the  development  of 
a  new  community  is  to  be  carried  out  in 
stages,  sites  for  low  and  moderate  income 
housing  shall  be  included  in  every  major 
residential  stage. 

(d)  Community  services  and  govern¬ 
ment.  (1)  A  new  commimlty  must  be 
provided  with  a  full  range  of  govern¬ 
ment  and  public  services  adequate  to 
meet  the  needs  of  all  its  residents.  Such 
services  may  be  provided  by  State  or  local 
government,  by  community  organiza¬ 
tions.  or  by  other  appropriate  entities. 
If  public  facilities  or  utilities  are  to  be 
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operated  by  r  nonpublic  body,  rates  and 
charges,  capital  structure,  rate  of  return, 
and  methods  of  operation  of  the  facility 
or  utility  must  be  regulated  by  a  public 
body  or  by  other  means  satisfactory  to 
the  Secretary. 

(2)  A  new  community  need  not  be  or 
constitute  a  separate  political  unit  but 
may  be  governed  through  a  coimty.  city, 
town,  or  other  existing  political  jurLsdic- 
tion.  Where  it  is  contemplated  that  a  de¬ 
veloper  or  a  developer-controlled  orga¬ 
nization  or  association  will,  during  the 
course  of  development,  perform  func¬ 
tions  normally  performed  by  a  general 
unit  of  government,  provision  should  be 
made  in  the  new  community  plan  or 
plans  for  an  orderly  transfer  of  such 
functions  to  an  appropriate  govern¬ 
mental  imit  at  an  appropriate  time. 

(e)  Area  planning  and  development. 
The  area  within  which  a  new  community 
is  to  be  situated  must  be  covered  by  a 
comprehensive  areawide  plan  or  by  on¬ 
going  planning  promulgated  or  carried 
on  by  a  duly  authorized  agency.  The  lo¬ 
cation  of  the  new  community  and  the 
Internal  development  plan  for  the  proj¬ 
ect  must  be  consistent  with  such  compre¬ 
hensive  plan  or  planning  and  must  re¬ 
flect  consideration  of  any  economic  de¬ 
velopment  programs,  functional  plans, 
and  public  works  programs  of  relevant 
Federal.  State,  regional,  city,  or  county 
agencies  for  the  area  in  which  the  new 
community  is  located.  The  comprehen¬ 
sive  plan  or  planning  for  the  area  must, 
in  the  Secretary’s  judgment,  be  sxifla- 
ciently  detailed  to  provide  a  reasonable 
basis  for  evaluating  the  relationship  of 
the  proposed  new  community  to  area 
population  trends,  major  transportation 
facilities  and  development  patterns,  area¬ 
wide  land  use.  systems  for  water  and 
sewage,  open  space,  and  recreation.  In 
those  areas  where  there  is  an  areawide 
planning  agency  certified  by  the  Secre¬ 
tary.  consistency  must  be  found  between 
the  planning  performed  by  the  certified 
agency  and  the  new  community. 

(f )  Social  elements.  In  order  to  assure 
that  projects  reflect  social  considerations 
and  human  needs,  new  community  plans 
must  reflect  or  incorporate  the  following: 

(1)  Use  of  citizen  advisory  groups, 
opinion  surveys,  or  other  methods  of  de¬ 
veloping  a  design  and  structure  for  the 
new  community  that  will  be  responsive 
to  the  needs  of  residents,  both  at  the  be¬ 
ginning  and.  through  continuing  evalu¬ 
ation.  at  later  stages  of  development: 

(2)  Location  and  distribution  of  hous¬ 
ing  types  and  price  ranges  so  as  to  pre¬ 
vent  segregation  and  afford  full  access 
to  facilities,  and  participation  in  activi¬ 
ties,  of  the  community  and  neighborhood 
by  groups,  families,  and  Individuals  of 
different  economic,  social,  and  racial 
backgrounds; 

(3)  A  program  of  citizen  participation 
in  project  activities,  including  use  of 
home  associations  and  civic  organiza¬ 
tions  appropriately  formulated  to  supple¬ 
ment,  as  necessary,  opportunities  offered 
by  governmental  or  public  institutions, 
and  to  provide  for  full  opportunity  for 
participation  by  renters  and  low-income 
residents;  and 
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(4)  Specific  actions  that  may  be 
needed  to  promote  high  quality  schools 
or  to  encourage  or  assure,  as  appropriate, 
establishment  of  community  colleges, 
technical  or  vocational  education  cen¬ 
ters,  adult  education  courses,  and  job 
retaining  facilities. 

(g)  Disclosure  of  certain  interests.  De¬ 
velopers  and  contractors  must  disclose, 
in  accordance  with  such  procedures  or 
forms  as  the  Secretary  may  prescribe,  all 
direct  and  indirect  Interests  that  may  af¬ 
fect  the  arm’s  length  character  of  any 
transactions  relied  upon  to  establish  esti¬ 
mated  or  actual  costs,  or  value,  for  pur¬ 
poses  of  determining  the  amount  of 
obligations  to  be  guaranteed  or  the 
amount  of  the  proceeds  of  such  obliga¬ 
tions  that  can  be  disbursed.  Where  such 
interests  exist,  the  Secretary  may  fix 
such  special  allowances  or  fees,  or  require 
special  accoimting  for  costs,  or  take  such 
other  actions  as  he  may  determine  are 
reasonable  and  appropriate  in  order  to 
prevent  the  guarantee  of  obligations,  or 
the  disbursement  of  funds,  in  excessive 
amounts. 

§  710.7  Ollier  requirements  for  new 
eoniiiiunily  development. 

(a)  Capability  of  developer.  (1)  Only 
private  developers  are  eligible  for  guar¬ 
antees  under  the  Act.  These  include  prof¬ 
it-seeking,  nonprofit,  or  limited  dividend 
corporations.  The  form  of  organization 
of  tlie  developer  and  changes  in  that 
form  must  be  approved  by  the  Secretary. 
CThanges  in  ownership  which  might  re¬ 
sult  in  changes  in  control  of  the  devel¬ 
oper’s  operation  must  also  be  approved. 

(2)  The  developer  must  have  finan¬ 
cial,  technical,  and  administrative  abil¬ 
ity  and  background  appropriate  to  the 
size  and  complexity  of  the  project,  the 
amount  of  the  obligations  to  be  guar¬ 
anteed,  and  the  period  of  time  for  project 
completion.  The  developer  must  have 
either  in  his  own  organization  or  avail¬ 
able  to  him  land  development  and  related 
skills  of  a  high  order  over  the  whole  pe¬ 
riod  of  development.  He  must  also  have 
the  capacity  for  anticipating  and  dealing 
effectively  with  the  social  concerns  and 
problems  that  must  be  considered  in 
planning  the  community  or  that  may 
arise  during  the  period  of  development. 

(3)  The  developer  may  engage  in  non- 
title  rv  activities,  either  in  the  project 
itself  or  in  related  development,  subject 
to  such  conditions  os  the  Secretary  may 
impose.  The  project  agreement  shall  im¬ 
pose  such  controls  and  limitations  as  the 
Secretary  shall  determine  are  required 
to  (i)  govern  the  nontitle  TV  activities  of 
the  developer,  in  the  project  itself  or 
otherwise,  or  (h)  provide  separation  of 
accounts  and  activities  to  serve  the  pur¬ 
poses  of  the  Act  and  protect  the  security 
interests  of  the  United  States. 

(b)  Equal  opportunity.  (1)  ’The  new 
community  project  must  be  specifically 
designed  and  implemented  so  as  to  assure 
compliance  with  all  requirements  im¬ 
posed  by,  or  pursuant  to.  any  appli¬ 
cable  statute  or  executive  order  treating 
with  discrimination  on  the  basis  of  race, 
creed,  color,  sex,  or  national  origin.  These 
Include  title  vm  (Fair  Housing)  of  the 
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CivU  Rights  Act  of  1968  (42  n.S.C.  3601- 
3619) ;  title  Vn  of  the  Civil  Rights  Act  of 
1964  (42  UjS.C.  2000e) ;  the  Civil  Rights 
Act  of  1866,  as  amended  (42  U.S.C.  1981 
and  1982) ;  Executive  Order  11063  (27 
FR.  11527);  and  Executive  Order  11246, 
as  amended  by  Executive  Order  11375  (30 
FR.  12319,  as  amended  by  32  F.R. 
14303) ;  which  apply  variously  so  as  to 
prohibit  discrimination  in  the  use,  sale, 
lease,  or  other  disposition  of  land,  hous¬ 
ing,  or  facilities  in  the  new  community 
and  in  employment  in  the  new  commu¬ 
nity  or  in  the  development  of  the  new 
community  project.  Pursuant  to  the  au¬ 
thority  in  each  executive  department  to 
issue  regulations  and  take  other  appro¬ 
priate  action  imder  Executive  Order 
11063  with  respect  to  Its  programs,  dis¬ 
crimination  on  the  basis  of  race,  color, 
creed,  or  national  origin  in  the  use,  sale, 
lease,  or  other  disposition  of  any  land 
developed  for  residential  or  relate  uses 
with  assistance  under  the  Act  Is  hereby 
sp>ecificaUy  made  a  violation  of  that 
order  enforceable  under  the  terms  of  sec¬ 
tion  302  of  the  Order  after  due  notice  and 
hearing. 

(2)  In  furtherance  of  subparagraph 
(1)  of  this  paragraph  and  as  a  condi¬ 
tion  of  granting  or  continuation  of  as¬ 
sistance,  the  developer  must  formulate 
and  Implement  an  affirmative  action  pro¬ 
gram  covering  all  or  part  of  the  new 
community  project;  include  appropriate 
equal  opportunity  provisions  in  perti¬ 
nent  contracts,  subcontracts,  covenants, 
or  other  documents;  and  take  such  fur¬ 
ther  steps  as  the  i^retary  may  direct 
to  carry  out  the  developer’s  program,  in¬ 
cluding,  but  not  limited  to,  provision  of 
equal  opportunity  in  employment  and 
encouragement  of  minority  business 
enterprise. 

(c)  Labor  standards.  In  any  new  com¬ 
munity  project,  construction  contracts, 
subcontracts,  or  building  and  loan  agree¬ 
ments  for  land  development  assisted 
imder  the  Act  shall  contain  such  labor 
standards  clauses  as  the  Secretary  may 
direct  in  furtherance  of  the  Act  and  of 
the  regulations  of  the  Secretary  of  Labor 
codified  in  29  CFR  Part  5.  The  provisions 
of  such  regulations  with  respect  to  in¬ 
eligible  contractors  shall  also  be  ob¬ 
served.  No  proceeds  of  new  community 
obligations  may  be  disbursed  to  a  de¬ 
veloper  with  respect  to  any  such  con¬ 
struction  contract  unless  there  has  been 
filed,  in  a  manner  satisfactory  to  the 
Secretary,  a  certificate  signed  by  the  con¬ 
tractor  or  subcontractor  stating  that 
laborers  and  mechanics  employed  under 
the  contract  have  been  paid  not  less  than 
the  wages  determined  by  the  Secretary 
of  Labor  to  be  prevailing  wages  for  cor¬ 
responding  classes  of  laborers  and  me¬ 
chanics  employed  on  construction  of  a 
similar  character. 

(d)  Small  builders.  In  any  new  com¬ 
munity  project,  there  must  be  provision 
satisfactory  to  the  Secretary  to  encour¬ 
age  maintenance  and  growth  of  a  diver¬ 
sified  local  homebuilding  Industry  and 
broad  participation  by  builders,  par¬ 
ticularly  small  builders. 

(e)  Governmental  approvals.  The  de¬ 
veloper  must  secure  all  State  and  local 
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approvals  required  by  law  or  determined 
by  the  Secretary  to  be  necessary  for  the 
project.  To  the  extent  significant  project 
activities  will  require,  or  depend  upon, 
future  approvals  ^at  are  necessarily  un¬ 
obtainable  at  the  time  the  offer  of  com¬ 
mitment  is  made  or  the  project  agree¬ 
ment  entered  into,  the  Secretary  will 
require  that  the  project  plan  or  plans 
provide  reasonable  assurance  that  such 
approvals  will  and  can  be  secured,  in  a 
timely  fashion,  as  needed. 

(f)  Staging.  Major  new  commimity 
projects  will  ordinarily  Y»e  planned,  <»r- 
ried  out,  and  financed  in  progressive 
stages,  so  as  to  provide  an  opportunity 
to  test  the  market  and  minimize  finan¬ 
cial  risk,  with  each  stage  resulting  in  a 
balanced  and  self-sufficient  whole.  Ex¬ 
ceptions  to  this  requirement,  and  the 
degree  of  and  terms  for  staging,  will  be 
determined  according  to  the  scope  of  the 
project,  the  nature  of  market  demand, 
the  extent  of  assurance  that  all  contem¬ 
plated  financing  will  be  obtained  and  all 
public  actions  or  approvals  taken  or  ob¬ 
tained,  the  degree  to  which  economies  of 
scale  can  in  fact  be  obtained,  the  possi¬ 
ble  adverse  effects  of  contemplated 
major  improvements  upon  the  Govern¬ 
ment’s  security,  the  projected  scheduling 
of  housing  in  relation  to  critical  housing 
needs,’  particularly  needs  for  low  and 
moderate  income  housing,  and  such 
other  matters  as  the  Secretary  deems 
relevant.  Regardless  of  the  stage  covered 
in  the  Initial  application,  the  developer 
must  submit  a  general  plan  for  the  en¬ 
tire  project  which  will  be  covered  by 
subsequent  stages. 

Subpart  C — Financial  and  Economic 
Criteria  and  Standards 

§710.8  Economic  feasibility. 

A  new  community  must  be  economi¬ 
cally  feasible  in  terms  of  economic  base 
or  potential  for  growth.  Among  the 
criteria  by  which  feasibility  will  be  de¬ 
termined  are  the  following: 

(a)  Current  and  projected  economic 
and  demographic  growth  patterns  and 
demand  for  and  supply  of  industrial, 
commercial,  and  residential  properties 
for  the  region  in  which  the  project  is 
located; 

(b)  The  market  area  of  the  project 
and  the  growth  and  demand  trends  pro¬ 
jected  within  this  market  area; 

(c)  The  advantages  of  the  project, 
relative  to  other  developments,  includ¬ 
ing  its  location,  the  managerial  and  mar¬ 
keting  skills  associated  with  it,  and  its 
capacity  to  sustain  a  Job  base  which,  in 
turn,  will  generate  demand  for  housing 
and  commercial  facilities. 

In  the  case  of  projects  in  rural  and  other 
areas,  including  those  beyond  the  uritian- 
Izing  portion  of  a  metropolitan  area, 
where,  for  economic  or  other  reasons, 
advantage  cannot  be  taken  of  existing 
growth  trends,  it  is  particularly  impor¬ 
tant  that  there  will  be  a  large  enough 
emplo3unent  base  to  generate  demand  to 
sustain  the  projected  growth  rate  of  the 
new  community.  Feasibility  will  dep>end 
upon  the  basic  conditions  for  Industrial 
development;  the  probable  effectiveness 


of  private  and  governmental  efforts  to 
attract  stable  industries  and  to  overcome 
some  of  the  major  obstacles  to  economic 
development;  and  the  degree  to  which 
commitments  from  industries  (».n  be 
secured. 

§  710.9  General  finanriul  plan  and  pro¬ 
gram. 

A  new  community  must  be  developed 
pursuant  to  a  financial  plan  or  program 
which  must  include  provisions  that  will: 

(a)  CTover  all  anticipated  project 
costs,  including,  but  not  limited  to,  costs 
which  will  be  met  with  funds  to  be  bor¬ 
rowed  under  the  obligations  guaranteed; 

(b)  Demonstrate  the  manner  by 
which,  and  the  sources  from  which,  these 
costs  will  be  met,  including  anticipated 
revenues  from  the  project,  financial  re¬ 
sources  of  the  developer,  and  borrowing; 

(c)  Provide  assurances  that  the  devel¬ 
oper  will  have  an  adequate  incentive,  in 
terms  of  equity  invested  and  expected  re¬ 
turn,  for  proceeding  with  the  approved 
project  in  an  expeditious  and  efficient 
manner;  and 

(d)  Set  forth  a  procedure  for  periodic 
updating  of  the  financial  plan  to  take 
into  consideration  changes  in  costs,  reve¬ 
nues.  market  conditions,  and  other  rele¬ 
vant  changes  affecting  Uie  plan. 

§  710.10  Maximum  Federal  guarantee. 

The  maximiun  loan  which  may  be 
guaranteed  under  the  Act  is  the  lesser  of 
(a)  80  percent  of  the  Secretary’s  esti¬ 
mate  of  the  value  of  the  property  upon 
completion  of  land  development  or  (b) 
the  sum  of  75  percent  of  the  Secretary’s 
estimate  of  the  value  of  the  land  before 
development  and  90  percent  of  his  esti¬ 
mate  of  the  actual  cost  of  land  develop¬ 
ment.  In  no  event  shall  the  principal 
amount  of  the  outstanding  obligations 
guaranteed  imder  the  Act  with  respect  to 
a  single  project  exceed  $50  million.  Land 
which  is  yet  to  be  acquired  and  costs 
which  are  yet  to  be  incurred  at  the  time  a 
commitment  is  made  may  be  included  as 
a  basis  for  determining  maximum  com¬ 
mitment.  but,  in  the  absence  of  escrow 
or  trust  provisions  under  §  710.22(b)(1), 
only  land  acquired  and  costs  incurred  at 
or  prior  to  issuance  of  a  guarantee  may 
be  included  as  a  basis  for  determining  the 
maximum  outstanding  principal  amount 
of  obligations  which  may  be  guaranteed. 

§710.11  I.and  valuation. 

Among  the  principles  which  the  Sec¬ 
retary  will  apply  with  resptect  to  any 
valuation  and  which  should  be  applied 
in  any  valuation  made  by  or  on  behalf  of 
a  developer  are  the  following; 

(a)  Before  development.  (1)  Esti¬ 
mates  of  the  “as  is’’  value  of  tiie  land 
prior  to  its  development  as  part  of  a 
new  community  project  must  be  based, 
to  the  greatest  extent  possible,  on  recent 
actual  arm’s  length  sales  transactions  of 
the  land  involved  or  of  nearby  compara¬ 
ble  land.  In  all  cases  where  land  valua¬ 
tions  exceed  actual  prices  paid  by  the 
developer  or  paid  in  the  latest  arm’s 
length  transactions,  the  reasons  for  the 
valuation  will  be  fully  explained  and 
documented.  Unusually  high  prices  paid 
for  remaining  parcels  needed  to  round 
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out  a  site  will  be  considered  as  unrepre¬ 
sentative  of  the  values  of  the  site  as  a 
w’hole.  Different  parcels  may  be  valued 
according  to  their  highest  and  best  use 
only  where  supported  by  market  demand. 
In  any  case,  valuation  shall  not  be  lim¬ 
ited  to  a  small  sample  acreage  or  a  few 
selected  choice  parcels. 

(2)  Valuation  should  not  take  into  ac- 
coimt  any  increased  values  resulting 
from  the  guarantees  expected  to  be  is¬ 
sued  under  the  Act  and  the  development 
made  possible  by  these  guarantees,  as 
distinct  from  normal  growth  that  would 
have  been  expected  in  any  event.  It  is 
recognized,  however,  that  market  value 
may  be  increased  by  improvements  al¬ 
ready  on  the  land,  including  tliose  in¬ 
stalled  by  the  developer,  and  changes 
which  have  occurred  in  local  zoning  or 
comprehensive  planning  as  a  result  of 
actions  by  the  developer.  Such  increases 
in  value  may  be  taken  into  accoimt  to 
the  same  extent  as  they  would  be  in 
valuing  comparable  land. 

(b)  After  development.  Estimates  of 
the  value  of  the  property  upon  comple¬ 
tion  of  land  development  should  reflect 
the  income  potential  of  the  new  com- 
mmiity  project  from  the  sale  or  rental  of 
developed  land  if  the  project  is  carried 
out  as  planned.  Consideration  should  be 
given  to  the  potential  effect  on  values 
of  existing  and  planned  public  facilities 
and  other  existing  and  planned  develop¬ 
ment  in  the  area.  Absorption  rates  should 
be  related  to  the  proposed  land  uses  and 
development  schedule  for  the  project. 
Weight  should  also  be  given  to  any  fac¬ 
tors  affecting  the  potential  value  of  the 
particular  land  in  question,  such  as  zon¬ 
ing  which  may  be  approved,  access,  to¬ 
pography,  and  anticipated  governmental 
approvals. 

§710.12  Cu^t  c^liiiialion. 

Only  the  actual  costs  of  land  develop¬ 
ment,  as  those  terms  are  defined  in 
§  710.2  (e)  and  (f),  will  be  considered  for 
purposes  of  calculating  the  maximum 
amoimt  of  obligations  which  may  be 
guaranteed  under  the  Act,  The  general 
principles  that  wdll  apply  in  estimating 
actual  costs  of  land  development  for  this 
determination  are  as  follows: 

(a)  Costs  of  land  development  may  be 
Included  as  estimated  actual  costs  to  the 
extent  that  they  are  expected  to  be  in¬ 
curred  after  the  date  as  of  which  land 
valuation  is  determined  by  the  Secretary. 
Planning  and  other  organizational  costs 
relating  directly  to  the  development  of 
the  new  community  proposal  may  be  In¬ 
cluded  even  if  incurred  prior  to  that  date. 

(b)  Construction  costs  estimates,  to 

the  fullest  extent  feasible,  should  be  sup¬ 
ported  by  detailed  engineer’s  cost  figures 
broken  down  by  unit  quantities  and 
prices,  and  must  be  identified  in  terms  of 
specific  Improvements.  • 

(c)  Fees  and  charges  payable  pursu¬ 
ant  to  Subpart  E  of  this  part  before  or 
during  development  may  be  Included  as 
estimated  actual  costs. 

§  710.13  Terms  and  rnndiiions  of  bor¬ 
rowing. 

(a)  Kind  of  obligations.  Tlie  obliga¬ 
tions  guaranteed  under  the  Act  may  in¬ 


clude  any  bond,  debenture,  note,  or  other 
obligation  issued  by  a  developer  for 
public  or  private  sale.  To  facilitate  public 
financing,  the  guaranteed  obligations  of 
any  number  of  developers  mar  be  issued 
to  a  trustee  who  will  sell  to  the  public, 
through  underwriters  or  otherwise,  cer¬ 
tificates  or  participation  or  other  securi¬ 
ties  evidencing  rights  in  the  guaranteed 
obligations  held  in  trust,  provided  that 
the  terms  and  conditions  of  each  such 
transactions  shall  be  approved  by  the 
Secretarj’. 

(b)  Investors  and  lenders.  Investors  in 
guaranteed  obligations,  except  for  public 
offerings,  must  be  approved  by  the  Sec¬ 
retary  or  must  meet  such  standards  and 
criteria  as  may  be  from  time  to  time 
prescribed  by  him.  In  the  case  of  a 
public  offering,  obligations  must  be  un¬ 
derwritten  imder  terms  and  conditions 
approved  by  the  Secretary. 

(c)  Rates  of  interest  and  maturities. 
Rates  of  interest  and  any  other  charges 
relating  to  guaranteed  obligations  and 
the  repayment  maturity  and  redemption 
privilege  provisions  of  such  obligations 
must  be  approved  by  the  Secretary. 

(d)  Trustees  and  fiduciaries.  Any 
trustee  or  other  person  or  corporation 
acting  in  a  fiduciary  capacity  with  re¬ 
spect  to  a  guaranteed  obligation  must  be 
a  banking  or  other  financial  institution 
subject  to  governmental  inspection  and 
supervision.  Approval  of  such  a  trustee 
or  other  person  may  be  conditioned  on 
its  written  agreement  with  the  Secretary 
to  take  such  steps  and  act  under  such 
conditions  as  the  Secretary  may  pre¬ 
scribe  for  the  protection  of  the  security 
interests  of  the  United  States. 

§  710.  I  t  Kqiiily  and  working  capita]. 

(a)  Prior  to  the  execution  of  the  proj¬ 
ect  agreement  a  developer  must  make 
arrangements  satisfactory  to  the  Secre¬ 
tary  to  assure  that  there  w'lll  be  adequate 
funds  and  w’orklng  capital  to  meet  cash 
requirements  for  costs  and  contingen¬ 
cies,  not  covered  by  the  proceeds  of  guar¬ 
anteed  obligations,  incurred  or  to  be  in¬ 
curred  in  connection  with  the  land  de¬ 
velopment  program. 

(b)  The  Secretary  may  require  de¬ 
velopers  to  have  equity  in  addition  to 
funds  described  in  paragraph  (a)  of  this 
section,  according  to  the  amount  of  and 
arrangements  for  debt  financing,  and 
such  other  considerations  as  he  deter¬ 
mines  may  bear  upon  the  risks  to  the 
United  States  as  guarantor. 

§  710.13  Seciirily  for  llic  guiiriiritce. 

(a)  All  obligations  must  contain,  or  be 
issued  subject  to,  such  provisions  relat¬ 
ing  to  the  security  interests  of  the  United 
States  as  may  be  required  by  the  Secre¬ 
tary.  These  shall  include  general  pro¬ 
visions  under  which  the  United  States 
shall  acquire  rights  of  subrogation  on 
payment  of  a  guarantee  in  addition  to 
such  special  provisions  relating  to  the 
security  of  the  United  States  in  the  spe¬ 
cific  property,  including  real  property 
being  acquired  and  developed,  or  other 
property  as  may  be  appropriate. 

(b)  Unless  otherwise  required  or  ap¬ 
proved  by  the  Secretary,  the  security  of 
the  United  States  will  Include  a  first  lien 


on  the  real  property  of  the  developer  (or 
such  portion  thereof  as  the  Secretary 
may  determine)  owned  or  acquired  in 
connection  with  the  project.  The  devel¬ 
oper’s  title  to  such  property  and  the 
validity  of  such  lien  mast  be  evidenced 
by  a  title  Insurance  policy  issued  by  a 
title  insurer  licensed  to  do  business  in 
the  State  in  which  the  real  property  is 
located  and  acceptable  to  the  Secretary, 
or  other  satisfactory  evidence  of  title. 
The  form  and  amount  of  any  title  in¬ 
surance  policy  shall  comply  with  the 
standards  prescribed  by  the  Secretary. 
At.  or  prior  to,  the  issuance  of  obligations 
guaranteed  under  the  Act,  the  first  lien 
referred  to  above  shall  be  given  to  and 
held  by  the  Secretary,  or  by  a  trustee 
approved  by  him.  The  instnunents  creat¬ 
ing  such  lien  and  setting  forth  the  terms 
and  conditions  under  which  it  is  given 
and  held  must  be  satisfactory  to  the 
Secretary. 

(c)  Such  instnunents  shall  include 
provisions  for  the  release  of  real  proper¬ 
ty  from  the  lien,  as  such  property  is  sold 
or  otherwise  disposed  of  for  project  pur¬ 
poses,  in  accordance  with  such  schedules 
and  procedures  as  the  Secretary  may  re¬ 
quire  in  the  project  agreement  to  assiue 
that  on  the  sale  or  other  disposition  of 
such  property  (i)  adequate  release  pay¬ 
ments  will  be  applied  to  the  redemption 
of  the  guaranteed  obligations  or  paid 
into  an  appropriate  fund,  or  (il)  other 
appropriate  action  will  be  taken  or  as¬ 
surances  received  as  may  be  required  to 
protect  the  security  Interests  of  the 
United  States. 

§  710.16  'reriiiK  and  ronditioiis  of  puy- 
iiiriit  under  the  cnarantee. 

(a)  Nature  and  scope.  The  full  faith 
and  credit  of  the  United  States  is  pledged 
to  the  payment  of  any  guarantee  made 
pursuant  to  the  Act,  and  the  validity  of 
such  guarantee  shall  be  incontestable  in 
the  hands  of  a  qualified  holder  of  a  guar¬ 
anteed  obligation,  except  for  fraud  or 
material  mlsrerwescntation  on  the  part 
of  such  holder.  The  guarantee  may  ex¬ 
tend  to  both  principal  and  Interest,  in¬ 
cluding  interest,  as  may  be  provided  for 
in  the  guarantee,  accruing  between  the 
datp  of  default  imder  a  guaranteed  obli¬ 
gation  and  the  payment  in  full  of  the 
guarantee. 

(b)  Claims  and  payment  upon  default. 
Upon  default  by  a  developer  in  payment 
of  interest  or  principal  under  an  obli¬ 
gation  guaranteed  imder  the  Act,  the 
first  recourse  of  the  holder  thereof  shall 
be  a  claim  under  the  guarantee  for  pay¬ 
ment  of  the  defaulted  interest  or  prin¬ 
cipal:  and,  upon  payment  thereof  in 
accordance  with  the  terms  of  such  guar¬ 
antee,  the  holder  shall  have  no  further 
recourse.  All  payments  thereunder  shall 
be  made  in  cash  from  the  revolving  fund 
established  pursuant  to  the  Act. 

Subpart  D — Procedures 
§  710.18  Proiippliriilion  pro|M>sal. 

The  preapplication  procedure  i.s  de¬ 
signed  to  provide  an  initial  screening  t^ 
determine  whether  or  not  a  project  ap¬ 
pears  to  be  within  the  broad  framew’ork 
of  the  Act  before  all  of  the  detailed 
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plans  are  completed  by  the  developer. 
It  will  also  provide  the  Secretai-y  an 
opportunity  to  work  with  the  developer 
from  the  earliest  stages  of  project 
planning. 

(a)  Inquiry.  After  familiarizing  them¬ 
selves  with  the  Act  and  the  regulations 
in  this  part,  applicants  are  encouraged 
to  meet  with  the  Assistant  Secretary  for 
Community  Planning  and  Management 
and  his  designated  representatives  to 
discuss  their  proposals,  so  that  subse¬ 
quent  steps  may  be  taken  with  a  clear 
understanding  of  the  goals  and  require¬ 
ments  of  the  program. 

(b)  Proposal.  The  first  formal  step  in 
processing  is  submission  of  a  preappUca- 
tion  proposal  to  the  Assistant  Secretary 
for  Commimity  Planning  and  Manage¬ 
ment,  U.S.  Department  of  Hoasing  and 
Urban  Development,  Washington,  D.C. 
20410.  The  proposal  should  deal  in  sum¬ 
mary  form  with  the  criteria  for  project 
evaluation  set  forth  in  Subparts  B  and 
C  of  this  part.  The  proposal  need  not  in¬ 
clude  the  detailed  supporting  data  re¬ 
quired  for  an  application.  Specific  in¬ 
structions  regarding  the  items  which 
must  be  included  in  a  proposal  may  be 
obtained  from  the  Assistant  Secretary 
for  Community  Planning  and  Manage¬ 
ment.  No  charge  is  required  upon  sub¬ 
mission  of  a  preapplication  proposal. 

(c)  Review  and  action.  The  Assistant 
Secretary  for  Community  Planning  and 
Management,  upon  completion  of  his  re¬ 
view  of  each  proposal,  will  inform  the 
applicant  in  writing  of  his  findings  and 

(1)  invite  submission  of  an  application: 

(2)  invite  submission  of  an  application, 
indicating  the  need  for  specific  changes 
in  the  project:  (3)  recommend  the  reso¬ 
lution  of  certain  critical  problems  before 
proceeding  with  an  application:  or  (4) 
discourage  an  application,  indicating  the 
aspects  of  the  proposal  which  do  not  ap¬ 
pear  to  meet  the  requirements  of  the  Act. 
An  invitation  to  submit  an  application 
does  not  constitute  or  imply  an  assurance 
of  eventual  approval  by  the  Department. 
If  the  applicant  is  not  invited  to  submit 
an  application,  but  nevertheless  believes 
that  the  project  may  qualify  imder  the 
Act,  he  may  resubmit  the  proposal  for 
further  review  with  such  changes  as,  in 
hLs  opinion,  will  overcome  the  initial  ob¬ 
jections  of  the  Assistant  Secretary  for 
Community  Planning  and  Management. 

§  710.19  Applicuiion. 

(a)  Submission.  An  application  may 
be  submitted  to  the  Assistant  Secretary 
for  Community  Planning  and  Manage¬ 
ment  following  receipt  of  an  invitation 
pursuant  to  §  710.18,  and  upon  payment 
of  the  application  charge  specified  in 
§  710.24.  The  application  must  contain 
information  adequate  to  enable  the  Sec¬ 
retary  to  make  the  determinations  that 
the  criteria  covered  in  Subparts  B  and  C 
of  this  part  have  each  been  met.  Specific 
instructions  regarding  the  items  which 
must  be  included  in  an  application  may 
be  obtained  from  the  Assistant  Secretary 
for  Community  Planning  and  Manage¬ 
ment.  Such  items  may,  in  addition  to 
other  matters,  include  information  as  to 
a  range  of  feasible  interest  rates  and 
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alternative  repayment  schedules  and 
maturities,  subject  to  further  determina¬ 
tions  in  accordance  with  paragraph  (b) 
of  this  section. 

(b)  Offer  of  commitment.  If  the  de¬ 
terminations  referred  to  in  paragraph 

(a)  of  this  section  are  made  by  the  Sec¬ 
retary  and  an  application  is  approved  by 
him  hereunder,  the  Secretary  may  ad¬ 
dress  a  letter  to  the  applicant  stating  in 
effect  that,  based  uijon  the  information 
contained  in  the  applicant’s  proposal  and 
application  and  any  other  information 
which  may  have  been  submitted  by  the 
applicant,  the  Secretary  is  prepared  to 
enter  into  an  agreement  providing  for 
the  guarantee  under  the  Act  of  a  speci¬ 
fied  maximum  principal  amount  of  obli¬ 
gations  to  be  issued  by  a  specified  devel¬ 
oper,  subject  to  approval  by  the  Secre¬ 
tary  of — 

(1)  The  initial  investors  (in  the  case 
of  a  private  sale  of  such  obligations)  or 
the  terms  and  conditions  of  the  imder- 
writing  (in  the  case  of  a  public  sale  of 
such  obligations) : 

(2)  The  rate  of  interest  to  be  borne  by 
such  obligations  or  the  formula  by  which 
such  rate  will  be  determined: 

(3)  The  repayment  and  maturity  pro¬ 
visions  of  such  obligations: 

(4)  The  specific  measures  for  the  pro¬ 
tection  of  the  security  interests  of  the 
United  States,  liens  and  releases  of  liens, 
and  payment  of  taxes:  and 

(5)  All  other  terms  and  conditions  of 
the  financing  arrangements  which  might 
affect  the  interest  of  the  United  States: 
and  subject  to  such  further  conditions  as 
the  Secretary  may  prescribe. 

(c)  Acceptance  of  offer  of  commit¬ 
ment.  The  offer  to  commit  contained  in 
any  such  letter  shall  expire  90  days  after 
the  issuance  thereof  unless  accepted  by 
the  applicant  prior  to  such  expiration  by 
payment  of  the  commitment  charge  spe¬ 
cified  in  §  710.25.  Within  90  days  after  the 
expiration  of  such  offer  to  commit,  it 
may  be  reopened  and  accepted  by  the  ap¬ 
plicant  by  request  in  writing  to  the  Sec¬ 
retary  accompanied  by  tender  of  the 
commitment  charge  and  the  reopening 
charge,  if  the  Secretary  in  his  discretion 
approves  such  request.  An  accepted  offer 
to  commit  shall  remain  effective  as  a 
commitment  to  enter  into  a  project 
agreement  pursuant  to  §  710.20  for  6 
months,  at  which  time  the  commitment 
shall  expire  unless  the  applicant  has 
taken  all  steps  that  the  Secretary  deter¬ 
mines  to  be  required  under  this  part  as  a 
prerequisite  to  the  execution  of  such 
project  agreement  or  unless  such  6- 
month  period  Is  extended  at  the  discre¬ 
tion  of  the  Secretary'. 

§710.20  ProjcH-l  aprrenirnt. 

Following  satisfaction  of  all  conditions 
stated  in  any  commitment  of  the  Secre¬ 
tary,  and  before  the  making  of  any  guar¬ 
antees,  the  developer  will  be  required  to 
enter  a  project  agreement  which  shall 
be  in  a  form  satisfactory  to'  the  Secre¬ 
tary.  The  agreement  shall  set  forth  the 
understandings  of  the  Secretary  and  the 
developer  with  respect  to  the  entire  proj¬ 
ect,  Including  the  understandings,  if  any, 
as  to  how  the  project  is  to  be  carried  out 


in  stages.  The  agreement  shall  also  set 
forth  tlie  developer’s  agreement  to  carry 
out  the  project  in  accordance  with  speci¬ 
fied  plans,  as  approved  by  the  Secretary, 
and  the  Secretary’s  agreement  to  guar¬ 
antee  obligations  of  the  developer  issued 
pursuant  to  those  plans,  subject  to  the 
limitations  set  forth  in  the  Act  and 
this  part.  The  agreement  shall  further 
Include — 

(a)  An  express  covenant  to  the  effect 
that  the  Government’s  interests  in  the 
project  are  not  limited  to  its  financial 
interests  as  guarantor  but  extend  to  ac¬ 
complishment  of  the  public  purposes  of 
the  Act: 

(b)  Provisions  setting  forth  the  duties 
and  responsibilities  of  the  developer  with 
respect  to  parts  or  portions  of  the  project 
which  will  not  be  carried  out  by  the 
developer: 

(c)  Provisions  governing  the  security 
to  be  provided  to  the  United  States: 

(d)  Provisions  setting  forth  the  rights 
and  remedies  of  the  United  States  In  the 
event  of  default,  including  rights  to  seek 
injunctive  or  other  equitable  relief: 

(e)  Special  provisions  as  necessary  to 
assure  compliance  with  equal  opportu¬ 
nity,  labor  standards,  and  other  particu¬ 
lar  requirements: 

(f)  Duties  of  the  developer  to  provide 
Information,  data,  and  reports  as  re¬ 
quired  by  the  Secretary:  to  maintain 
adequate  books  and  records:  and  to  per¬ 
mit  and  provide  as  necessary  for  inspec¬ 
tions  and  on-site  examinations  by  or  on 
behalf  of  the  Secretary:  and 

(g)  Such  other  provisions  as  the  Sec¬ 
retary  may  require  as  necessary  or  ap¬ 
propriate  to  assure  adherence  to  the 
project  as  approved,  or  the  provisions  of 
the  Act  or  of  this  part,  or  to  protect  the 
Government  against  loss. 

§  710.21  Isciiianrc  of  giiiirnnlerd  uhliga- 
tinns. 

At  the  request  of  the  developer  pur¬ 
suant  to  the  project  agreement  and  upon 
satisfaction  of  tlxe  conditions  specified  in 
such  agreement,  the  Secretary  will  en¬ 
dorse  his  guarantee  upon  obligations 
duly  issued  by  the  developer  pursuant 
to  a  purchase  or  underwriting  agree¬ 
ment  approved  by  the  Secretary.  The 
guarantee  fee  specified  in  §  710.27  must 
be  paid  at  the  time  the  guarantee  is 
made. 

§  710.22  Projoi’l  exmitioii  uiid  nioiiilor- 
ing. 

(a)  Inspections  and  reports.  To  insure 
that  the  project  is  being  executed  in  a 
manner  consistent  with  the  objectives  of 
the  Act  and  as  provided  in  the  project 
agreement,  the  developer  will  be  required 
to  submit  periodic  financial  and  other  re¬ 
ports  on  project  execution.  The  Secretai'y 
will  also  be  afforded  access  to  the  project 
site  at  all  reasonable  times  for  pu’pose.s 
of  inspection. 

(b)  Use  of  proceeds  of  guaranteed 
obligations — (1)  Land  valuation  and  cost 
certification.  Disbursement  to  the  de¬ 
veloper  of  proceeds  from  the  sale  of  ob¬ 
ligations  guaranteed  under  the  Act  must 
be  supported  by  prior  submission  to  the 
Secretary  of  an  independent  valuation  of 
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land  acquired  or  tx>  be  acquired  by  the 
developer  or  certification  of  actual  costs 
of  land  acquisition  or  land  development, 
or  a  combination  of  such  valuation  and 
certification.  Any  such  valuation  must 
be  prepared  in  accordance  with  the  prin¬ 
ciples  set  forth  in  §  710.11  to  the  satisfac¬ 
tion  of  the  Secretary.  Any  such  certifica¬ 
tion  must  be  in  the  form  satisfactory  to 
the  Secretary  and  must  be  accompanied 
by  such  documentation  as  he  may  deem 
necessary  to  assure  that  such  costs  (1) 
have  in  fact  been  incurred  by  the  de¬ 
veloper  for  the  project  and  (ii)  are 
eligible  for  financing  under  the  Act.  If  it 
is  expected  that  guaranteed  obligations 
will  be  issued  and  sold  in  anticipation  of 
land  acquisition  or  of  costs  for  land  de¬ 
velopment  incurred  in  the  future,  ap¬ 
propriate  provisions  must  be  made  for 
escrow  or  trusteeship  of  the  proceeds  of 
sale  to  the  extent  and  so  long  as  disbur.se- 
ment  of  such  proceeds  is  unsupported  by 
valuation  of  land  actually  acquired  or 
certification  of  actual  costs  incurred. 

(2)  Loan  disbursements.  Funds  to  be 
derived  from  obligations  which  the  Sec¬ 
retary  has  guaranteed  or  agreed  to  guar¬ 
antee  shall  be  disbursed  or  made 
available  to  the  developer  in  accordance 
with  limitations  as  to  disbursements  ap¬ 
proved  by  the  Secretary.  Such  limita¬ 
tions  shall  be  based  upon  project  needs, 
the  progress  of  work  completed  as  against 
work  planned,  the  maintenance  by  the 
developer  of  required  equity  and  working 
capital,  the  possibility  of  overruns  or 
unanticipated  costs,  the  extent  to  which 
allowable  land  values  exceed  land  costs, 
and  such  other  matters  as  the  Secretary 
may  deem  relevant.  Amounts  properly  al¬ 
lowable  and  credited,  but  withheld  pur¬ 
suant  to  such  limitations  and  not  other¬ 
wise  paid  to  the  developer  for  approved 
purposes,  will  be  made  available  upon 
conclusion  of  the  project,  or  the  stage 
of  a  project  to  which  such  amounts  re¬ 
late,  or  are  apportioned,  as  the  Secretary 
may  determine. 

(c)  Records.  The  developer  must 
maintain,  to  the  satisfaction  of  the  Sec¬ 
retary,  records  of  all  costs  incurred  for 
the  project  and  must  require  his  con¬ 
tractors  and  subcontractors  to  maintain 
similar  records.  Upon  request,  all  such 
records  and  all  agreements  relevant 
thereto  shall  be  made  available  at  all 
reasonable  times  for  examination  by  the 
Secretary.  Insofar  as  such  records  and 
agreements  relate  to  any  grants  or  guar¬ 
antees  made  pursuant  to  this  part,  the 
financial  transactions  of  recipients  of 
Federal  grants  or  of  developers  whose  ob¬ 
ligations  are  guaranteed  by  the  United 
States,  pursuant  to  this  title,  may  be 
audited  by  the  General  Accoimting  Of¬ 
fice  under  such  rules  and  regulations  as 
may  be  prescribed  by  the  Comptroller 
General  of  the  United  States.  The  repre¬ 
sentatives  of  the  General  Accounting  Of¬ 
fice  shall  have  access  to  all  books,  ac¬ 
counts,  records,  files,  and  all  other 
papers,  things,  or  property  belonging  to 
or  in  use  by  such  developers  or  recipients 
of  grants  pertaining  to  such  financial 
transactions  and  necessary  to  facilitate 
the  audit. 
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(d)  Amendments.  As  a  result  of 
changes  in  market  demand,  employment 
patterns,  costs  and  revenues  or  other 
factors  or  conditions,  it  may  become 
desirable  to  make  certain  amendments 
to  the  plans  initially  approved  by  the 
Secretary.  All  proposals  for  amend¬ 
ments  by  the  developer  must  be  sub¬ 
mitted  to  the  Secretary  for  approval,  to¬ 
gether  with  full  justification  therefor. 
Such  approval  will  be  based  upon  the 
same  criteria,  and  will  take  account  of 
the  same  purposes,  as  are  set  forth  in 
this  part  for  consideration  of  the  initial 
application.  The  Secretary  may  recom¬ 
mend.  or  require,  subject  to  conditions 
set  forth  in  the  project  agreement, 
amendments  to  an  approved  plan  when, 
in  his  opinion,  such  amendments  are 
necessary  or  desirable  to  insure  the  fi¬ 
nancial  stability  of  the  project  or  to  pre¬ 
vent  situations  which  would  impair  the 
value  of  the  project  or  its  ability  to  carry 
out  the  purposes  of  the  Act. 

Subpart  F — -Fee  and  Charge  Schedule 
§  710.21  .\pplifalion  charge. 

An  application  charge  of  $5,000,  non- 
refundable,  shall  accompany  the 
application. 

§  710.25  ('oniiniliiieiit  charge. 

A  commitment  charge  equal  to  0.5  per¬ 
cent  of  the  principal  amount  of  the  com¬ 
mitment  up  to  $30  million,  and,  in  addi¬ 
tion,  0.1  percent  of  the  principal  amoirnt 
above  $30  million,  shall  be  paid  upon 
acceptance  of  an  offer  of  commitment 
or  at  the  time  a  guarantee  is  made, 
whichever  occurs  first. 

§  710.20  Reopening  charges. 

A  reopening  request  pursuant  to 
§  710.19fc)  shall  be  accompanied  by  a 
charge  of  0.05  percent  of  the  expired 
offer  of  commitment.' An  offer  of  commit¬ 
ment  which  has  expired  because  of  the 
failure  to  pay  the  commitment  charge 
may  be  reopened  and  accepted  only  upon 
payment  of  the  commitment  charge  and 
the  reopening  charge. 

§710.27  (inaranieo  fee. 

A  guarantee  fee  equal  to  3  percent  of 
the  principal  amount  of  obligations 
guaranteed  by  the  Government  shall  be 
paid  at  the  time  of  the  issuance  of  such 
obligations. 

§710.20  .\niiiial  fee. 

An  annual  fee  equal  to  0.5  percent  of 
the  average  principal  amount  of  guaran¬ 
teed  obligations  outstanding  during  the 
preceding  year  shall  be  paid  on  the  first 
anniversary  date  of  the  initial  guarantee 
and  on  each  following  anniversary  date 
of  the  guarantee,  until  the  seventh  such 
date;  and,  thereafter,  an  annual  fee  of  1 
percent  of  the  average  principal  amoimt 
of  guaranteed  obligations  outstanding 
during  the  preceding  year  shall  be  paid 
on  each  subsequent  anniversary  date  of 
the  initial  guarantee  until  the  total  ob¬ 
ligation  is  paid  in  full. 

§710.20  Traii'frr  rliarge. 

Upon  application  for  approval  of  a  case 
involving  the  substitution  of  developers. 
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a  transfer  charge  of  0.05  percent  of  the 
unused  portion  of  the  commitment  shall 
be  paid. 

Chapter  VIII — Office  of  Assistant  Sec¬ 
retary  for  Research  and  Technology 
[Reserved] 

Chapter  IX — Office  of  Interstate  Land 
Sales  Registration 

Part 

1700  Introduction. 

1710  Land  registration. 

PART  1700— INTRODUCTION 

Subpart  A — Authority  and  Organization 

Sec. 

1700.1  Scope  of  authority  and  purpose. 
1700.5  Authority  of  Secretary. 

1700.10  Delegation  of  authority. 

1700.15  Eistabllshment  of  office. 

1700.20  Administrator. 

1700.25  Principal  divisions. 

1700.30  Public  Information. 

Subpart  B — Delegations  of  Basic  Authority  and 
Functions 

1700.75  Administrator  of  the  Office  of  In¬ 
terstate  Land  S.'ilea  Registration 
and  Deputy. 

1700.80  Director  of  the  Examination  Divi¬ 
sion,  Office  of  Interstate  Land 
Sales  Registration  and  Deputy. 
1700.85  Director  of  the  Administrative  Pro¬ 
ceedings  Division,  Office  of  Inter¬ 
state  Land  Sales  Registration  and 
Deputy. 

1700.90  Acting  Administrator. 

Authority:  The  provisions  of  this  Part 
1700  Issued  under  sec.  1419,  82  Stat.  598; 
15U.S.C.  1718. 

Subpart  A — Authority  a. id 
Organization 

§  1700. 1  Scope  of  iiulliorily  anil  piir- 
po*e. 

A  land  developer  Is  required  by  the  In¬ 
terstate  Land  Sales  Full  Disclosure  Act, 
Title  XIV  of  Public  Law  90-448,  82  Stat. 
590,  15  U.S.C.  1701,  enacted  on  August  1, 
1968  (hereafter  in  this  part  referred  to 
as  the  Act)  to  make  full  disclosure  in  the 
sale  or  lease  of  certain  undeveloped,  sub¬ 
divided  land.  The  Act  makes  it  unlawful 
(except  with  respect  to  certain  exempted 
transactions)  for  any  developer  to  sell  or 
lease,  by  use  of  the  mall  or  by  any  means 
in  interstate  commerce,  any  such  land  of¬ 
fered  as  part  of  a  common  promotional 
plan  unless  the  land  is  registered  with  the 
Secretary  of  Housing  and  Urban  Devel¬ 
opment  and  a  printed  property  report  is 
furnished  to  the  purcha.ser  or  le.ssee  in 
advance  of  the  signing  of  an  agreement 
for  sale  or  lease. 

§  I700..>  .\Mlliorily  of  .Sccrclary. 

Section  1416(a)  of  the  Act  vests  au¬ 
thority  and  responsibility  for  its  admin¬ 
istration  in  the  Secretary  of  Housing  and 
Urban  Development  (hereafter  in  this 
part  referred  to  as  the  Secretary),  and 
authorizes  the  Secretary  to  delegate  any 
of  his  functions,  duties  and  powers 
thereunder  to  employees  of  the  Depart¬ 
ment  of  Housing  and  Urban 
Development. 

§  1700.10  Delegation  f>f  iiiilliority. 

(a)  The  Secretary  has  delegated  to  the 
Assistant  Secretary  for  Housing  Produc- 
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tion  and  Mortgage  Credit  and  Federal 
Housing  Commissioner  (hereafter  in  this 
part  referred  to  as  the  Assistant  Secre¬ 
tary)  all  of  the  authority  to  exercise  the 
power  and  authority  vested  in  him  imder 
the  Act  with  the  exception  of  the  follow¬ 
ing  matters  which  the  Secretary  has  re¬ 
tained  and  not  redelegated: 

( 1 )  The  authority  to  conduct  hearings 
in  accordance  with  5  U5.C.  556. 

(2)  The  authority  to  issue  orders  or 
determinations  after  such  hearings. 

(3)  The  authority  to  sue  and  be  sued. 

< b)  The  Secretary  has  further  author¬ 
ized  the  Assistant  Secretary  to  redelegate 
any  of  the  delegated  authority  to  em¬ 
ployees  of  the  Department. 

§  1700.15  Eslalilislimenl  of  office. 

The  Assistant  Secretary  has  estab¬ 
lished,  as  an  organizational  unit  of  the 
Department  of  Housing  and  Urban  De¬ 
velopment,  the  Office  of  Interstate  Land 
Sales  Registration  to  administer  the  Act. 
§  1700.20  Administrator. 

The  Office  of  Interstate  Land  Sales 
Registration  is  headed  by  an  Adminis¬ 
trator  designated  by  the  Assistant 
Secretary. 

§  1700.25  Principal  divisions. 

The  following  Divisions  have  been 
established  within  the  Office  of  Inter¬ 
state  Land  Sales  Registration: 

(a)  Examination  Division. 

(b)  Administrative  Proceedings  Divi¬ 
sion. 

§  1700.30  Public  information. 

(a)  In  general.  The  Identifiable  rec¬ 
ords  of  the  Office  of  Interstate  Land 
Sales  Registration  are  subject  to  the 
provisions  of  5  n.S.C.  552,  as  Imple¬ 
mented  by  Part  15 — Public  Information, 
SubtiUe  A,  of  this  title. 

(b)  Availability  of  information  and 
records.  Information  concerning  land 
sales  registrations  and  copies  of  state¬ 
ments  of  record  may  be  obtained  from 
the  following  address: 

Office  of  Interstate  Land  Sales  Registration, 

Department  of  Housing  and  Urban  Devel¬ 
opment,  461  Seventh  Street  SW.,  Wash¬ 
ington,  D.C.  20411. 

In  addition,  statements  of  record  may 
be  reviewed  at  such  address  on  any  busi¬ 
ness  day  from  8:45  a.m.  to  5: 15  pm. 

(c)  Nonapplicability  of  exemptions 
authorized  by  5  U.S.C.  552.  Sectlcm 
1405(d)  of  the  Act  specifically  provides 
that  Information  contained  In  or  filed 
with  any  statement  of  record  shall  be 
made  available  to  the  public.  The  ex¬ 
emptions  from  public  disclosure  author¬ 
ized  by  5  U.S.C.  552,  as  set  forth  in 
§  15.21  of  this  title,  are  not  applicable 
to  information  contained  in  or  filed  with 
a  statement  of  record. 

(d)  Duplication  fee — property  report. 
Notwithstanding  the  provisions  of  S  15.14 
Schedule  of  Fees  of  this  title,  copies  of 


a  Property  Report  on  file  with  the  Office 
of  Interstate  Land  Sales  Registration  will 
be  provided  upon  request  for  a  fixed  fee 
of  $2.50  per  <x)py  regardless  of  the  num¬ 
ber  of  pages  duplicated. 

Subpart  B — Delegations  of  Basic 
Authority  and  Functions 

§  1700.75  Adnilnisiral.'r  of  the  Office 
of  Inlerslate  I.and  Sales  Registration 
and  Deputy. 

To  the  position  of  Administrator  of  the 
Office  of  Interstate  Land  Sales  Registra¬ 
tion  and  under  his  supervision  to  the 
position  of  Deputy  Administrator,  there 
are  delegated  and  assigned  the  follow¬ 
ing  authorities  and  responsibilities. 

(a)  To  exercise  all  powers  vested  in 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment  by  the  Interstate  Land  Sales 
Full  Disclosure  Act  and  delegated  to  the 
Assistant  Secretary  for  Housing  Produc¬ 
tion  and  Mortgage  Credit  and  Federal 
Housing  Commissioner,  except  the  power 
of  the  Assistant  Secretary  to  issue  regu¬ 
lations  under  the  act. 

(b)  To  direct  the  operations  of  the 
Examination  Division  and  the  Adminis¬ 
trative  Proceedings  Division. 

(c)  To  accept  and  utilize  on  a  reim¬ 
bursable  basis  administrative,  fiscal, 
technical,  and  other  services  of  the  Fed¬ 
eral  Housing  Administration  and  of  the 
Office  of  General  Counsel,  HUD,  and  the 
Inspection  Division,  HUD,  as  may  be 
necessary  to  carry  out  the  purposes  of 
the  Interstate  Land  Sales  Full  Disclosure 
Act. 

§  1700.80  Director  of  the  Examination 
Division,  Office  of  Interstate  Land 
Sales  Registration  and  Deputy. 

To  the  position  of  Director  of  the 
Examination  Division,  Office  of  Inter¬ 
state  Land  Sales  Registration,  and  under 
his  su(>ervislon  to  the  position  of  Deputy 
Director  there  are  delegated  and 
assigned  the  following  authorities  and 
responsibilities : 

(a)  To  receive  and  examine  all  state¬ 
ments  of  record  and  property  reports 
filed  under  the  provisions  of  the  Inter¬ 
state  Land  Sales  Full  Disclosure  Act  and 
all  amendments  and  corrections  to  such 
statements. 

(b)  To  determine  the  adequacy  of  dis¬ 
closure  of  statements  of  record  and  proi>- 
erty  reports  and  amendments  thereto 
and  to  effect  corrections,  additions,  and 
deletions  in  such  statements  and  reports 
deemed  necessary  to  achieve  the  pur¬ 
poses  of  the  Interstate  Land  Sales  Full 
Disclosure  Act. 

(c)  To  find  effective  or  to  recommend 
to  the  Administrator  that  he  declare  not 
effective  statements  of  record  filed  imder 
the  Interstate  Land  Sales  Full  Dis¬ 
closure  Act  and  to  prepare  and  present 
evidence  in  connection  with  hearings 
and  other  administrative  proceedings 
relative  to  statements  of  record  declared 
not  effective. 

§  1700.8.5  Director  of  tlie  Administra¬ 
tive  Proceedings  Division,  Office  of 
Interstate  Land  Sales  Registration 
and  Deputy. 

To  the  position  of  Director  of  the  Ad¬ 
ministrative  Proceedings  Division,  Office 


of  Interstate  Land  Sales  Registration, 
and  under  his  supervision  to  the  position 
of  Deputy  Director,  there  are  delegated 
and  assigned  the  following  authorities 
and  responsibilities: 

(a)  To  receive,  examine,  and  make 
determinations  with  respect  to  com¬ 
plaints  arising  from  the  alleged  failure 
of  a  developer  subject  to  the  Interstate 
Land  Sales  Full  Disclosure  Act  to  comply 
with  the  requirements  of  such  Act  and 
regulations  Issued  thereunder  and  to 
negotiate  resolution  of  such  complaints 
and  compliance  by  such  developers. 

(b)  To  recommend  action  by  the  Ad¬ 
ministrator  to  achieve  compliance  by  de¬ 
velopers  deemed  subject  to  the  Act  who 
have  not  complied  with  any  or  all  of  the 
requirements  of  the  Act  and  regulations 
Issued  thereunder. 

(c)  To  conduct,  on  his  own  initiative 
or  in  response  to  Information  received, 
reviews  to  determine  the  existence  of 
such  noncompliance  and  secure  compli¬ 
ance  with  the  requirements  of  the  Inter¬ 
state  Land  Sales  Full  Disclosure  Act  and 
regulations  thereunder. 

(d)  To  recommend  suspension  by  the 
Administrator  of  statements  of  record  on 
a  determination  of  noncompliance  with 
the  requirements  of  the  Interstate  Land 
Sales  F^l  Disclosure  Act  and  regulations 
thereunder. 

(e)  To  recommend  action  to  secure 
permanent  or  temporary  injunctions  or 
restraining  orders  to  prevent  acts  or 
practices  in  violation  of  the  provitions 
of  the  Interstate  Land  Sales  Full  Dis¬ 
closure  Act  and  regulations  thereunder 
and  to  require  compliance  therewith. 

(f)  To  prepare  and  present  evidence 
In  connection  with  hearings  or  other  ad¬ 
ministrative  proceedings  or  injunctions 
or  restraining  orders  in  connection  with 
suspensions  of  statements  of  record  or 
other  action  in  connection  with  non- 
compliance  under  the  Interstate  Land 
Sales  P\ill  Disclosure  Act  and  regulations 
thereunder. 

§  1700.90  Acting  Administrator. 

The  Deputy  Administrator,  the  Direc¬ 
tor  of  the  Examination  Dlvlsi(m,  and  the 
Director  of  the  Administrative  Proceed¬ 
ings  Division,  in  the  order  named,  are 
designated  by  the  Administrator  to  act 
in  his  place  and  stead  in  the  event  of  his 
absence  or  inability  to  act,  having  the 
title  of  "Acting  Administrator”  with  the 
powers,  duties  and  rights  delegated  to 
the  Administrator  in  §  1700.75. 

PART  1710— LAND  REGISTRATION 


Subpart  A— General  Requirements 


Sec. 

1710.1 

Definitions. 

1710.5 

General  applicability. 

1710.10 

Exemption. 

1710.16 

Exemption  advisory  opinions. 

1710.20 

Statement  of  record  and  property 

report. 

1710.25 

State  filings. 

1710.30 

Amendments. 

1710.35 

Payment  of  fees. 

1710.40 

Early  effective  date  for  sales  In 

progress. 

1710.45 

Suspensions. 
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Subpart  B — Reporting  Requirements 

Sec. 

1710.101  Claim  of  exemption — form  of  af¬ 

firmation. 

1710.102  Statement  of  Reservations,  Re¬ 

strictions,  Taxes,  and  Assess¬ 
ments — format  and  instructions. 
1710.105  Statement  of  record — format  and 
Instructions. 

1710.110  Property  report  and  lease  ad¬ 
dendum. 

1710.115  State  property  report  disclaimer. 
1710.120  Statement  of  record — State  filing. 
1710.125  Partial  statement  of  record — re¬ 
quest  for  exemption. 

Authority;  The  provisions  of  this  Part 
1710  Issued  under  sec.  1419,  82  Stat.  598;  15 
U.S.C.  1718. 

Subpart  A — General  Requirements 
§  1710.1  Dcriiiitions. 

As  used  In  this  chapter,  the  following 
terms  shall  have  the  meaning  Indicated: 

(a)  “Act”  means  the  Interstate  Land 
Sales  P^ill  Disclosure  Act.  Title  XIV  of 
Public  Law  90-448,  82  Stat.  590,  enacted 
on  August  1, 1968. 

(b)  “Blanket  encumbrance”  means  a 
trust  deed,  mortgage,  judgment,  or  any 
other  lien  or  encumbrance,  including  an 
option  or  contract  to  sell  or  a  trust 
agreement,  affecting  a  subdivision  or  af¬ 
fecting  more  than  one  lot  offered  within 
a  subdivision,  except  that  such  term  shall 
not  include  any  lien  or  other  encum¬ 
brance  arising  as  the  result  of  the  im¬ 
position  of  any  tax  assessment  by  any 
public  authority. 

(c)  “Developer”  means  any  person 
who,  directly  or  indirectly,  sells  or  leases, 
or  offers  to  sell  or  lease,  or  advertises 
for  sale  or  lease  any  lots  in  a  subdivision. 

(d)  “Interstate  commerce”  means 
trade  or  commerce  among  the  several 
states. 

(e)  “Offer”  means  any  inducement, 
solicitation,  or  attempt  to  encourage  a 
person  to  acquire  a  lot  in  a  subdivision. 

(f)  “Person”  means  an  individual,  or 
an  unincorporated  organization,  partner¬ 
ship,  association,  corporation,  trust,  or 
estate. 

(g)  “Purchaser”  means  an  actual  or 
prospective  purchswer  or  lessee  of  a  lot 
in  a  subdivkion. 

(h)  “Rules  and  regxilations”  refer  to 
all  rules  and  regulations  adopted  pur¬ 
suant  to  the  Act,  including  the  general 
requirements  and  the  report  require¬ 
ments  published  in  this  part. 

(1)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
his  duly  authorized  representatives. 

( j )  “State”  Includes  the  several  States, 
the  District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  and  the  territories 
and  possessions  of  the  United  States. 

(k)  “Subdivision”  means  any  land 
which  is  divided  or  proposed  to  be  divided 
into  50  or  more  lots,  whether  contiguous 
or  not,  for  the  purpose  of  sale  or  lease 
as  part  of  a  common  promotional  plan 
and  where  subdivided  land  is  offered  for 
sale  or  lease  by  a  single  developer  or  a 
group  of  developers  acting  in  concert, 
and  such  land  is  contiguous  or  is  known, 
designated,  or  advertised  as  a  common 
unit  or  by  a  common  name,  such  land 
shall  be  presumed,  without  regard  to  the 
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number  of  lots  covered  by  each  individual 
offering  as  being  offered  for  sale  or  lease 
as  part  of  a  common  promotional  plan. 

(1)  “Unimproved  land”  means  a  lot  or 
lots  which  are  located  in  a  subdivision 
and  upon  which  there  are  no  residential, 
commercial  or  industrial  buildings. 
§1710.5  General  applicability. 

Except  in  the  case  of  an  exempt  trans¬ 
action  as  provided  in  §  1710.10,  a  de¬ 
veloper  may  not  sell  or  lease  unimproved 
land  in  a  subdivision,  making  use  of  any 
means  or  instruments  of  transportation 
or  communication  in  interstate  com¬ 
merce  or  of  the  mails,  unless  a  statement 
of  record  is  in  effect  in  accordance  with 
the  provisions  of  this  part;  and  the  de¬ 
veloper  furnishes  each  purchaser  with 
a  printed  property  report,  meeting  the 
requirements  of  the  provisions  of  this 
part,  in  advance  of  the  signing  of  any 
contract  or  agreement  for  sale  or  lease 
by  the  purchaser.  As  used  in  this  part, 
“unimproved  land”  shall  include  lots 
located  in  a  foreign  country  if  the  offer 
to  sell  or  lease  the  lots  is  made  from 
within  a  State,  making  use  of  any  means 
or  Instruments  of  transportation  or  com¬ 
munication  in  Interstate  commerce  or  of 
the  mails. 

§  1710.10  Exemption. 

Unless  a  method  of  sale,  lease  or  other 
disposition  of  land  or  an  interest  in  land 
is  adopted  for  the  purpose  of  evasion  of 
the  Act,  the  rules  and  regulations  in  this 
part  shall  not  apply  to  the  following 
transactions. 

(a)  The  sale  or  lease  of  real  estate  not 
pursuant  to  a  common  promotional  plan 
to  offer  to  sell  50  or  more  lots  in  a  sub¬ 
division. 

(b)  The  sale  or  lease  of  lots  in  a  sub¬ 
division  all  of  which  are  5  acres  or  more 
in  size. 

(c)  The  sale  or  lease  of  any  lots  on 
which  there  is  a  residential,  commercial, 
or  industrial  building,  or  to  the  sale  or 
lease  of  land  imder  a  contract  obligating 
the  seller  to  erect  such  a  building  there¬ 
on  within  a  period  of  2  years. 

(d)  The  sale  or  lease  of  real  estate 
under  or  pursuant  to  court  order. 

(e)  The  sale  of  evidences  of  indebted¬ 
ness  secured  by  a  mortgage  or  deed  of 
trust  on  real  estate. 

(f)  The  sale  of  securities  issued  by  a 
real  estate  Investment  trust. 

(g)  The  sale  or  lease  of  real  estate  by 
any  government  or  government  agency. 

(h)  The  sale  or  lease  of  cemetery  lots. 

(I)  The  sale  or  lease  of  lots  to  any  per¬ 
son  who  acquires  such  lots  for  the  pur¬ 
pose  of  engaging  in  the  business  of  con¬ 
structing  residential,  commercial,  or  in¬ 
dustrial  buildings  or  for  the  purpose  of 
resale  or  lease  of  such  lots  to  persons 
engaged  in  such  business. 

(J)  The  sale  or  lease  of  real  estate 
which,  at  the  time  of  sale  or  lease,  is  free 
and  clear  of  all  liens,  encumbrances 
and  adverse  claims.  For  the  purpose  of 
exemption  under  this  paragraph  the 
definitions  of  terms  in  subparagraphs 
(1)  and  (2)  of  this  paragraph  shall  be 
applicable  and  the  conditions  of  sub- 
paragraphs  (3),  (4),  (5),  and  (6)  of  this 
paragraph  shall  be  met. 
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(1)  The  meaning  of  “liens,  encum¬ 
brances  and  adverse  claims”  shall  not 
include: 

(1)  Property  reservations  which  land 
developers  commonly  convey  or  dedicate 
to  local  bodies  or  public  utilities  for  the 
purpose  of  bringing  public  services  to  the 
land  being  developed. 

(il)  Taxes  and  asses.sments  Imposed 
by  a  State,  by  any  other  public  body 
having  authority  to  as.sess  and  tax  prop¬ 
erty  or  by  a  property  owners’  associa¬ 
tion.  which  under  applicable  State  or 
local  law  constitute  liens  before  they  are 
due  and  payable. 

(iil)  Beneficial  property  restriction.s 
which  would  be  enforceable  by  other  lot 
owners  or  lessees  in  the  subdivision. 

(2)  The  time  of  sale  or  lease  shall  be 
deemed  to  be  the  date  the  sales  contract 
or  lease  is  signed  by  the  purcha.ser  ex¬ 
cept  that  the  time  of  sale  shall  be 
deemed  to  be  the  effective  date  of  the 
conveyance  if  both  of  the  following  con¬ 
ditions  are  met: 

(i)  The  contract  of  sale  requires  de¬ 
livery  of  a  deed  to  the  purchaser  within 
120  days  following  the  signing  of  the 
sales  contract. 

(ii)  Any  earnest  money  deposit  or 
other  payment  on  account  of  the  pur¬ 
chase  price,  made  by  the  purchaser  prior 
to  the  effective  date  of  the  conveyance, 
is  placed  in  an  escrow  account,  fully  pro¬ 
tecting  the  interests  of  the  purchaser,  in 
an  institution  or  organization  which  has 
trust  powers  or  in  an  established  bank, 
title  insurance  or  abstract  company,  or 
escrow  company  doing  business  in  the 
jurisdiction  in  which  the  property  is 
located. 

(3)  Each  and  every  purchaser  or  his 
or  her  spouse  has  personally  made  an 
on-the-lot  inspection  of  the  real  estate 
which  he  has  purchased  or  leased  pric>r 
to  the  signing  of  a  contract  to  purcha.'^e 
or  lease. 

(4)  The  developer  has  filed  wdth  the 
Secretary  a  claim  of  exemption  in  the 
form  of  an  affirmation  set  forth  in 
§  1710.101. 

(5)  The  developer  has  obtained  the 
Secretary’s  approval  of  a  statement,  pre¬ 
pared  in  accordance  with  the  instruc¬ 
tions  in  I  1710.102,  which  shall  be  fur¬ 
nished  to  each  purchaser  prior  to  tlie 
time  of  sale  or  lease,  and  the  receipt 
thereof  acknowledged  in  writing  prior  to 
the  time  of  sale  or  lease  by  the  purchaser. 

(6)  The  developer  shall  file  a  copy  of 
each  acknowledged  statement,  with  the 
Secretary  within  31  days  after  the  ex¬ 
piration  of  the  calendar  year  in  which 
the  sale  or  lease  is  made.  Such  copies 
shall  be  bound  in  alphabetical  order  and 
indexed  by  purchaser  surname.  Each 
bound  volume  shall  contain  only  such 
copies  as  are  applicable  to  a  single  sub¬ 
division  and  shall  be  identified  on  the 
outer  cover  by  the  name  and  location  of 
the  subdivision  and  the  number  assigned 
by  OILSR  to  such  subdivision.  Upon  de¬ 
mand  by  the  Secretary  made  at  any  time 
during  the  calendar  year,  the  developer 
shall,  without  delay,  file  such  copies  of 
such  acknowledged  statements  as  shall 
be  requested  by  the  Secretary. 
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(k)  The  sale  or  lease  of  lots  each  of 
which  exceeds  10,000  square  feet  and 
each  of  which  will  be  sold  for  less  than 
$100,  Including  closing  costs. 

(l)  The  sale  or  lease  of  lots  where 
the  offering  Is  entirely  or  almost  entirely 
intrastate. 

(m)  The  lease  of  lots  for  a  term  not 
to  exceed  5  years,  provided  the  terms  of 
the  lease  do  not  obligate  the  lessee  to 
renew. 

§  1710.15  Exemption  advisory  opinions. 

A  developer  may  obtain  an  advisory 
opinion  from  the  Secretary  as  to 
whether  an  offer  Is  exempted  from  the 
Act  and  the  regtilatlons  In  this  part. 
Such  opinion  may  be  obtained  In  either 
of  the  following  ways: 

(a)  By  filing  a  statement  of  record  as 
provided  In  i  1710.20  and  in  the  form 
prescribed  In  {  1710.105,  accompanied  by 
the  filing  fees  required  by  f  1710.35  and 
a  statement  of  facts  and  applicable  law 
imder  which  the  developer  believes  the 
offer  to  be  exempt.  Unless  the  developer 
receives  an  opinion  that  the  offer  is  ex¬ 
empted,  the  provisions  of  i  1710.20  shall 
apply  with  resp>ect  to  the  effective  date 
of  the  statement  of  record. 

(b)  By  filing  a  partial  statement  of 
record  In  the  form  prescribed  in 
S  1710.125,  accompanied  by  the  filing  fee 
required  by  {  1710.35(g)  and  a  state¬ 
ment  of  facts  and  applicable  law  under 
which  the  develc^jer  believes  the  offer  to 
be  exempt. 

§  1710.20  Statement  of  record  and  prop* 
crty  report. 

(a)  Except  as  otherwise  provided  In 
this  section,  the  statement  of  record 
shall  be  In  the  form  set  forth  In  S  1710.105 
and  shall  meet  each  of  the  following 
requirements: 

(1)  Include  a  property  report  in  the 
form  set  forth  In  S  1710.110. 

(2)  Be  supported  by  complete  Infor¬ 
mation  and  supporting  documentation 
as  Indicated  In  the  prescribed  form. 

(3)  Be  filed  In  duplicate  with  the  Sec¬ 
retary  by  personal  delivery  or  by  certified 
mail,  return  receipt  requested,  addressed 
to  the  OflQce  of  Interstate  Land  Sales 
Registration,  Department  of  Housing  and 
Urban  Development,  Washington,  D.C. 
20411. 

(b)  The  form  of  the  statement  of  rec¬ 
ord  and  property  report  may  be  as  re- 
qtilred  by  State  authorities  If  filed  in 
accordance  with  the  provisions  of 
f  1710.25  and  If  the  property  reiK)rt  or 
similar  Instnunent  approved  by  the  State 
is  accompanied  by  a  statement  In  the 
form  set  forth  In  I  1710.115.  This  state¬ 
ment  shall  be  delivered  to  the  purchaser 
simultaneously  with  the  State  property 
report. 

(c)  If  an  offering  relates  to  lots  which 
will  be  offered  pursuant  to  the  same 
common  promotional  plan  as  lots  pre¬ 
viously  offered  and  covered  by  an  effec¬ 
tive  statement  of  record,  a  developer  shall 
file  a  new  statement  of  record  covering 
the  additional  lots.  The  developer  may 
consolidate  the  new  statement  of  record 
with  the  prior  statement  by  Incorporat- 
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Ing  by  reference  the  information  In  the 
prior  statement.  The  developer  shall  In¬ 
clude  In  the  consolidated  statement  of 
record  any  material  changes  which  have 
occurred  since  the  original  filing  and  the 
consolidated  statement  of  record  must 
conform  to  all  pertinent  rules  and  reg¬ 
ulations  applicable  to  an  original  state¬ 
ment  of  record.  Such  consolidated  state¬ 
ment  of  record  shall  be  treated  as  a  new 
statement  of  record  for  the  purpose  of 
determining  the  date  of  filing  and  the 
effective  date  thereof. 

(d)  The  date  of  filing  of  a  statement 
of  record  is  the  date  the  statement,  ac¬ 
companied  by  the  required  fee,  is  received 
by  the  Secretary. 

(e)  Except  as  provided  In  5§  1710.40 
and  1710.25  and  unless  the  effective  date 
Is  suspended  by  the  Secretary  in  accord¬ 
ance  with  the  provisions  of  S  1710.45,  the 
effective  date  of  the  statement  of  record 
shall  be  the  thirtieth  day  after  the  date 
of  filing  or  such  earlier  date  as  the  Sec¬ 
retary  may  determine. 

§1710.25  State  filings. 

Except  as  provided  In  paragraph  (c) 
of  this  section,  if  a  developer  complies 
with  the  requirements  of  §  1710.115  with 
respect  to  the  property  report  and  the 
requirements  of  S  1710.120  with  respect 
to  the  statement  of  record,  a  copy  of 
material  filed  with  State  authorities  and 
allowed  to  become  effective  by  such  au¬ 
thorities  shall  be  an  effective  statement 
of  record,  an  amendment  thereto,  or  an 
effective  consolidation  of  a  subsequent 
statement  of  record  Into  an  earlier  state¬ 
ment  of  record,  as  of  the  date  of  filing 
such  copy  together  with  the  required  fee 
with  the  secretary,  as  follows: 

(a)  With  respect  to  a  subdivision 
located  In  California,  Florida,  New  York, 
or  Hawaii,  where  the  material  is  filed  In 
full  compliance  with  the  laws  and  re¬ 
quirements  of  the  authorities  of  such 
State,  with  the  exception  that  material 
filed  with  the  State  of  Hawaii  will  not 
be  acceptable  if  It  was  filed  with  that 
State  prior  to  the  enactment  of  Act  223, 
Session  Laws  of  Hawaii  1967,  and  ma¬ 
terial  filed  with  the  State  of  Florida  will 
not  be  acceptable  If  It  was  filed  with  that 
State  prior  to  the  enactment  of  section 
478,  Florida  statutes,  effective  August  1, 
1967. 

(b)  With  resE>ect  to  a  subdivision 
located  outside  of  California,  Florida, 
New  York,  or  Hawaii  and  covered  by  ma> 
terlal  filed  with  any  such  State,  if  all 
lots  and  tracts  in  such  subdivision  have 
been  made  the  subject  of  the  State  filing 
and  If  there  has  been  full  compliance 
with  the  laws  and  requirements  of  the 
authorities  In  such  State,  with  the  ex¬ 
ception  that  material  filed  with  the  State 
of  Hawaii  will  not  be  acceptable  If  It 
was  filed  with  that  State  prior  to  the 
enactment  of  Act  223,  Session  Laws  of 
Hawaii  1967  and  material  filed  with  the 
State  of  Florida  will  not  be  acceptable 
if  It  was  filed  with  that  State  prior  to 
the  enactment  of  section  478,  Florida 
statutes,  effective  August  1,  1967. 

(c>  A  statement  of  record  or  similar 
Instrument  filed  In  a  State  which  is  not 


named  In  paragraph  (a)  or  (b)  of  this 
section  and  which  has  been  allowed  to 
become  effective  as  a  filing  by  the  au¬ 
thorities  In  a  State  named  In  paragraph 

(a)  or  (b)  of  this  section  may  not  be 
filed  with  the  Secretary  for  the  purpose 
of  complying  with  this  section. 

§  1710.30  Ainendinents. 

(a)  An  amendment  to  a  statement  of 
record  shall  be  filed  If  any  change  oc¬ 
curs  affecting  any  material  fact  required 
to  be  contained  In  a  statement  of  record 
filed  with  the  Secretary  except  that  ad¬ 
ditional  lands  offered  for  disposition  pur¬ 
suant  to  the  same  common  promotional 
plan  shall  not  be  incorporated  into  an 
effective  statement  of  record  by  amend¬ 
ment.  A  statement  of  record  for  such  an 
offering  may  be  consolidated  with  an  ef¬ 
fective  statement  of  record  as  provided 
In  §  1710.20. 

(b)  If  an  amendment  to  a  statement 
of  record  Is  filed  prior  to  the  effective 
date  of  the  statement,  the  statement 
shall  be  deemed  to  have  been  filed  when 
such  amendment  was  filed  unless  such 
amendment  Is  filed  with  the  consent  of 
or  pursuant  to  an  order  of  the  Secretary. 

(c)  If  an  amendment  to  the  statement 
of  record  Is  filed  prior  to  the  effective 
date  of  the  statement  and  with  the  con¬ 
sent  of  or  pursuant  to  an  order  of  the 
Secretary,  such  amendment  shall  be 
treated  as  being  filed  as  of  the  date  of 
filing  of  the  statement  of  record.  Any 
such  amendment  shall  be  deemed  to  have 
been  filed  pursuant  to  the  Secretary’s 
consent  or  order  only  when  the  Secre¬ 
tary  so  advises. 

(d)  Any  amendment  to  a  statement  of 
record  shall  be  accompanied  by  a  letter 
fully  explaining  Its  purpose.  The  letter 
shall  Identify  the  statement  of  record  by 
OHiSR  filing  number  and  shall  Include 
any  and  all  changes  to  the  original  state¬ 
ment.  Elach  change  set  forth  In  the  let¬ 
ter  shall  be  prefaced  by  an  identifica¬ 
tion  of  the  part  or  subpart  of  the  state¬ 
ment  of  record  to  which  the  change 
relates.  If  the  amendment  requires  a 
change  In  the  property  report,  the  devel¬ 
oper  shall  also  Include  a  revls^  property 
report. 

(e)  The  date  of  filing  an  amendment 
shall  be  the  date  the  amendment  Is  re¬ 
ceived  by  the  Secretary. 

(f)  Except  as  provided  In  paragraph 

(c)  of  this  section,  and  IS  1710.25  and 
1710.40,  and  unless  the  effective  date  Is 
suspended  by  the  Secretary  In  accord¬ 
ance  with  the  provisions  of  I  1710.45,  the 
effective  date  of  the  amendment  shall  be 
the  30th  day  after  the  date  of  filing  or 
such  earlier  date  as  the  Secretary  may 
determine. 

§  1710.35  Payment  of  fees. 

(a)  Except  as  provided  in  paragraphs 

(b)  and  (c)  of  this  section,  a  filing  fee, 
not  to  exceed  $1,000,  shall  be  paid  with 
the  filing  of  a  statement  of  record  and 
shall  be  computed  as  follows: 

(1)  A  basic  fee  in  the  amoimt  of  $250, 
plus 

(2)  An  additional  fee  of  $50  for  each 
50  lots  or  fraction  thereof  Included  In 
the  offering. 
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(b)  A  filing  fee,  not  to  exceed  $1,000, 
shall  be  paid  udth  the  filing  of  a  state¬ 
ment  of  record  consolidating  additional 
lots  with  a  prior  statement  of  record 
filed  on  lots  in  a  subdivision  and  shall  be 
computed  as  follows; 

(1)  A  basic  fee  in  the  amoimt  of  $200, 
plus 

(2)  An  additional  fee  of  $50  for  each 
50  lots  or  fraction  thereof  Included  in 
the  offering. 

(c)  If  a  developer  files  pursuant  to 
S  1710.25,  a  filing  fee,  not  to  exceed  $1,000, 
shall  be  paid  with  the  filing  and  shall  be 
computed  as  follows: 

( 1 )  In  the  case  of  an  initial  filing : 

(1)  A  basic  fee  in  the  amount  oi  $200, 
plus 

(ii)  An  additional  fee  of  $25  for  each 
50  lots  or  fraction  thereof  included  in  the 
offering. 

(2)  In  the  case  of  a  State  filhig  pursu¬ 
ant  to  §  1710.25  which  involves  a  state¬ 
ment  of  record  consolidating  additional 
lots  with  a  prior  statement  of  record 
filed  in  a  State : 

(i)  A  basic  fee  in  the  amount  of  $100, 
plus 

(li)  An  additional  fee  of  $25  for  each 
50  lots  or  fraction  thereof  Included  in 
the  offering. 

(3)  If  a  State  will  not  permit  a  de¬ 
veloper  to  consolidate  a  filing  on  addi¬ 
tional  lots  into  a  previous  statement  of 
record  filed  In  the  State,  tlie  filing  shall 
be  treated  as  an  initial  filing  and  the 
filing  fee  shall  be  paid  and  computed 
in  accordemce  with  subparagraph  (1) 
of  this  paragraph. 

(d)  No  fee  shall  be  required  in  con¬ 
nection  with  the  filing  of  an  amendment 
to  a  statement  of  record. 

(e)  Fees  shall  be  paid  by  certified  or 
cashier’s  check  or  postal  money  order 
made  payable  to  the  Treasury  of  the 
United  States. 

(f)  If  the  developer  files  pursuant  to 
§  1710.105  and  includes  a  request  for  an 
exemption  advisory  opinion  pursuant  to 
§  1710.15(a)  and  the  Secretary  advises 
that  the  offering  Is  exempt,  the  filing  fee 
submitted  by  the  developer  except  for  an 
amount  of  $100  shall  be  refunded. 

(g)  If  a  developer  files  a  partial  state¬ 
ment  of  record-request  for  exemption 
pursuant  to  SS  1710.15(,b)  and  1710.125, 
a  filing  fee,  in  the  amoimt  of  $100,  shall 
be  paid  with  the  filing.  If  the  Secretary 
advises  that  the  filing  is  not  exempt, 
this  fee  shall  apply  as  a  credit  toward 
the  payment  of  the  fee  required  for 
filing  a  complete  statement  of  record. 

§  1710.40  Early  rfTcrlive  dale  for  sales 
in  progress. 

(a)  A  developer,  who  Is  or  will  be 
selling  lots  in  a  subdivision  which  has 
been  subdivided  or  which  has  been  plat¬ 
ted  of  record  and  who  is  or  will  be 
engaged  in  an  active  sales  program  prior 
to  May  28,  1969,  may  file  a  statement  of 
record  prior  to  that  date.  Such  state¬ 
ment  of  record  shall  become  effective  on 
April  28,  1969,  or  on  the  date  of  its 
filing  with  the  Secretary,  whichever  is 
the  later,  if  the  developer  has  complied 
with  the  requirements  of  paragraph  (b) 
of  this  section.  In  no  event  may  a  de- 
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veloper  subsequent  to  April  28,  1969, 
and  prior  to  May  28,  1969,  continue  or 
begin  a  sales  program  until  a  statement 
of  record  has  been  filed  with  the  Sec¬ 
retary. 

(b)  To  qualify  for  an  early  effective 
date  in  accordance  with  the  provisions 
of  this  section,  the  developer  shall  sub¬ 
mit  with  the  statement  of  record  a  letter 
stating  that  he  is  or  will  be  selling  lots 
in  a  subdivision  which  has  been  subdi¬ 
vided  or  which  has  been  platted  of  rec¬ 
ord  and  that  he  is  or  will  be  engaged  in 
an  active  sales  program  prior  to  May  28, 
1969. 

(c)  Qualification  for  an  early  effec¬ 
tive  date  hereunder  shall  not  preclude 
the  Secretary  from  making  a  review  of 
the  stater).\ent  of  record  subsequent  to 
the  effeetjive  date  thereof  to  deteimine 
its  completeness  and  accuracy  nor  does 
the  acceptance  of  such  statement  of 
record  constitute  a  waiver  of  the  right 
of  the  Secretary  to  make  such  review 
and  to  require  such  additional  informa¬ 
tion  as  may  be  necessary  to  bring  the 
statement  or  record  into  conformity 
with  the  Act  and  these  rules  and 
regulations. 

§  1710.45  Susponiiiuns. 

(a)  Suspension  notice — prior  to  elec¬ 
tive  date.  (1)  A  suspension  notice  with 
respect  to  a  statement  of  record  or  an 
amendment  may  be  issued  to  a  developer 
within  30  days  after  receipt  by  the  Sec¬ 
retary  If  any  of  the  following  occurs: 

(1)  Prior  to  its  effective  date,  the  Sec¬ 
retary  has  reasonable  grounds  to  be¬ 
lieve  that  a  statement  of  record  is  on  its 
face  incomplete  or  inaccurate  in  any 
material  respect. 

(ii)  Prior  to  its  effective  date,  the  Sec¬ 
retary  has  reasonable  grounds  to  be¬ 
lieve  that  an  amendment  is  on  Its  face 
incomplete  or  Inaccurate  in  any  material 
respect. 

(2)  Suspension  notices  issued  pursu¬ 
ant  to  this  section  shall  suspend  the 
effective  date  of  the  statement  or  the 
amendment  until  30  days,  or  such  earlier 
date  as  the  Secretary  may  determine, 
after  the  developer  files  such  additional 
information  as  the  Secretary  shall 
require. 

(3)  A  developer,  upon  receipt  of  a 
suspension  notice  may  request  a  hear¬ 
ing,  and  such  hearing  shall  be  held 
within  20  days  of  receipt  of  such  request 
by  the  Secretary. 

(b)  Notice  of  proceeding;  suspension 
orders — subsequent  to  effective  date.  (1) 
A  notice  of  proceedings  to  suspend  an  ef¬ 
fective  statement  of  record  may  be  is¬ 
sued  to  a  developer  If  any  of  the  follow¬ 
ing  occurs: 

(i)  The  Secretary  has  reasonable 
grounds  to  believe  that  an  effective  state¬ 
ment  of  record  includes  an  untrue  state¬ 
ment  of  a  material  fact,  or  omits  a  ma¬ 
terial  fact  required  by  the  Act  or  the 
rules  and  regulations,  or  omits  a  mate¬ 
rial  fact  which  is  necessary  to  make  the 
statements  therein  not  misleading. 

(11)  The  Secretary  undertakes  an  ex¬ 
amination  of  a  developer  or  his  records 
to  determine  whether  a  suspension  order 
should  be  issued  and  the  developer  fails 
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to  cooperate  with  the  Secretary,  or  ob¬ 
structs,  or  refuses  to  permit  the  Secre¬ 
tary  to  make  such  examination. 

(iii)  Upon  receipt  of  an  amendment  to 
an  effective  statement  of  record,  the  Sec¬ 
retary  has  reasonable  grounds  to  be¬ 
lieve  that  in  the  public  Interest  or  for 
the  protection  of  purchasers,  the  state¬ 
ment  of  record  should  be  suspended. 

(2)  The  Secretary  may,  after  notice, 
and  after  opportunity  for  a  hearing,  is¬ 
sue  an  order  suspending  the  statement 
of  record. 

(3)  In  the  event  that  a  suspension  or¬ 
der  is  Issued,  such  order  shall  remain  in 
effect  until  the  developer  has  amended 
the  statement  of  record  or  otherwise 
complied  with  the  requirements  of  the 
order.  When  the  developer  has  complied 
with  the  requirements  of  the  order,  the 
Secretary  shall  so  declare  and  thereupon 
the  suspension  order  shall  cease  to  be 
effective. 

Subparf  B — Reporting  Requirements 

§  1710.101  Qaim  of  exemption — form 
of  aflirmation. 

A  claim  of  exemption  pursuant  to 
§  1710. 10(J)  shall  be  made  to  the  OfiBce 
of  Interstate  Land  Sales  Registration. 
Department  of  Housing  and  Urban  De¬ 
velopment,  and  shall  be  supported  by  an 
affirmation  as  follows: 

Claim  of  Exemption 

I  hereby  affirm  on  this  _  day  of 

_ _  19 _ ,  as  follows: 

(1)  I  am  the  developer,  or  the  duly  au¬ 
thorized  agent  of  the  developer,  of  the  sub¬ 
division  known  as _ 


located  at _ _  In  the 

State  of _ _  County  of _ 


(2)  Each  and  every  purchaser  or  lessee  of 
a  lot  to  be  covered  by  this  exemption,  or  bis 
or  her  spouse,  will  have  made  a  personal 
on-the-lot  Inspection  of  the  real  estate  which 
he  purchases  or  leases  prior  to  the  time  of 
sale  or  lease  of  the  lot  and  will  have  acknowl¬ 
edged  In  writing,  prior  to  such  time  of  sale 
or  lease,  receipt  of  a  statement  furnished  by 
the  developer  setting  forth  all  reservations, 
taxes,  assessments  and  restrictions  applicable 
to  the  lot  to  be  purchased  or  leased,  whether 
or  not  such  reservations,  taxes,  assessments 
and  restrictions  are  Included  within  the 
term  “liens,  encumbrances  and  adverse 
claims”  as  used  In  paragraph  (8)  below. 

(3)  This  affirmation  Is  accompanied  by  a 
Statement  of  Reservations,  Restrictions, 
Taxes  and  Assessments  prepared  In  accord¬ 
ance  with  the  provisions  of  24  CFR  1710.102 
and  that  the  Secretary’s  approval  of  such 
statement  will  be  obtained  prior  to  the  dis¬ 
tribution  and  use  of  such  statement. 

(4)  The  Statement  of  Reservations,  Re¬ 
strictions,  Taxes,  and  Assessments  Is  com¬ 
plete  and  correct. 

(5)  A  copy  of  such  statement  will  be  fur¬ 
nished  to  each  purchaser  or  lessee  prior  to 
signing  the  contract. 

(6)  Tlie  receipt  of  such  statement  will  be 
acknowledged  In  writing.  In  duplicate,  by  the 
purchaser  or  lessee  prior  to  the  time  of  the 
signing  of  the  contract. 

(7)  A  copy  of  the  acknowledged  statement 
will  be  filed  with  the  Secretary  within  31  days 
after  the  expiration  of  the  calendar  year  In 
which  the  sale  or  lease  Is  made.  Upon  demand 
by  the  Secretary  made  at  any  time  during 
the  calendar  year,  the  developer  shall  file 
such  copies  of  such  acknowledged  statement? 
as  shall  be  specified  by  the  Secretary. 
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(8)  At  the  time  of  sale  or  lease,  the  lot 
will  be  free  and  clear  of  all  liens,  encum- 
brances,  and  adverse  claims.  The  term  "liens, 
encumbrances  and  adverse  claims”  (as  used 
in  this  paragraph  (8) )  is  not  Intended  to 
Include  property  reservations  which  land  de¬ 
velopers  commonly  convey  or  dedicate  to 
local  bodies  or  public  utilities  for  the  pur¬ 
pose  of  iKinglng  public  services  to  the  land 
being  developed,  nor  to  taxes  and  assessments 
imposed  by  a  State,  by  any  other  public  body 
having  authority  to  assess  and  tax  property 
or  by  a  property  owners’  association,  which, 
under  applicable  State  or  local  law,  consti¬ 
tute  liens  on  the  property  before  they  are 
due  and  payable,  nor  to  beneficial  property 
restrictions  which  would  be  enforceable  by 
other  lot  owners  or  lessees  In  the  subdivision. 

(9)  For  the  purpose  of  this  claim  of  exemp¬ 
tion,  the  undersigned  sigrees  that  the  “time 
of  sale  or  lease”  shall  be  deemed  to  be  the 
date  the  sales  contract  or  lease  is  signed  by 
the  purchaser  or  lessee  except  that  the  “time 
of  sale”  shall  be  deemed  to  be  the  effective 
date  of  the  conveyance  or  lease  if  both  of 
the  following  requirements  are  met: 

(a)  The  contract  of  sale  requires  delivery 
of  a  deed  to  the  purchaser  within  120  days 
following  the  signing  of  the  sales  contract. 

(b)  Any  earnest  money  deposit  or  other 
payment  on  account  of  the  purchase  price 
made  by  the  purchaser  prior  to  the  effective 
date  of  the  conveyance  will  be  placed  In  an 
escrow  account,  fully  protecting  the  inter¬ 
ests  of  the  purchaser,  In  an  Institution  or  or¬ 
ganization  which  has  trust  powers,  or  In  an 
established  bank,  title  insurance  or  abstract 
company,  or  escrow  company  doing  business 
In  the  Jurisdiction  In  which  the  property  Is 
located. 


(•ntle) 

(If  the  affirmation  Is  made  by  an  agent  of 
the  developer  of  the  subdivision,  submit  writ¬ 
ten  authorization  to  act  as  agent.) 

§  1710.102  Statement  of  Reservations, 
Restrietions,  Taxes,  and  Assess¬ 
ments — format  and  instructions. 

A  Statement  of  Reservations,  Restric¬ 
tions,  Taxes,  and  Assessments  shall  be 
prepared  by  the  developer  In  accordance 
with  the  following  format  and  Instruc¬ 
tions: 

Statement  or  Reservations,  Restrictions, 
Taxes,  and  Assessments 

Employer’s  IRS  No.: _ 

Developer: _ 

Owner: _ 

Name  of  Developer: _ 

Address: _ 

Owner  (If  Develc^r  Is  other  than  owner) : _ 


Address: _ 

Name  of  Subdivision: _ 

isocatlon: _ 

Number  of  lots  In  Subdivision: _ 

Number  of  acres  In  Subdivision: _ 

1.  Reservations  and  restrictions. 

(The  developer  shall  set  forth,  in  descrip¬ 
tive  and  concise  terms,  a  complete  statement 
of  all  reservations  and  restrictions  affecting 
the  property  within  the  above-named  sub¬ 
division.  Where  reservations  or  restrictions 
are  not  applicable  to  all  lots  within  a  sub¬ 
division  the  statement  shall  Identify  the  lots 
affected.  State  whether  such  reservations  and 
restrictions  are  enforceable  by  other  lot 
owners  or  lessees  of  lots  in  the  subdivision.) 

2.  Taxes. 

(The  developer  shall  set  forth.  In  descrip¬ 
tive  and  concise  terms,  a  complete  statement 
listing  all  taxes  and  liens  presently  due  and 
payable  and  those  which  constitute  liens  on 
the  property  before  they  become  due  and 
payable,  together  with  the  date  such  taxes 
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will  become  due  and  payable.  Itemize 
taxes,  amounts  and  rates  by  lots.  Where 
taxes,  amounts  or  rates  shown  are  not  yet 
available  for  the  current  calendar  year,  those 
for  the  previous  year  should  be  shown  with  a 
statement  that  they  are  not  for  the  current 
year  and  that  the  new  taxes,  amounts  or 
rates  may  vary;  and.  If  property  has  been 
rezoned  or  subdivided  since  the  last  taxing 
period,  the  estimated  amount  of  changes  for 
the  current  year  should  also  be  shown. 
Where  the  previous  year’s  taxes  were  based 
other  than  on  lots  as  presently  subdivided, 
estimates  should  be  shown  and  so  Identified.) 

3.  Assessments. 

(The  developer  shall  set  forth  In  descrip¬ 
tive  and  concise  terms  a  statement  of  all 
assessments  which  are  made  or  may  be  made 
by  state  or  local  authorities  or  by  a  property 
owners’  association  or  similar  organization. 
The  statement  shall  Include  any  dues  or  fees 
paid  in  the  last  year  or  payable  to  a  property 
owner’s  association.  Itemize  assessments, 
dues,  fees,  amounts  and  rates.  State  the 
authority  under  which  the  assessments,  dues 
and  fees  are  imposed.) 

Warning:  ’This  subdivision  Is  not  registered 
with  the  Office  of  Interstate  Land  Sales 
Registration  nor  has  that  Office  passed  upon 
the  accuracy  or  adequacy  of  this  statement, 
nor  does  this  statement  serve  as  an  endorse¬ 
ment  or  recommendation  by  that  Office  of 
the  above  offering. 

The  undersigned  by  his  signature  hereby 
acknowledges  that  he  has  received  a  State- 
me  .t  of  Reservations,  Restrictions,  Taxes, 
and  Assessments,  on  (identify  subdivision 
and  location)  from  (name  of  developer)  lo¬ 
cated  at  (address)  and  that  he  has  made  a 
personal  on-the-lot  Inspection  of  (at  the 
time  of  delivery  to  the  purchaser  or  lessee 
insert  a  legal  description  of  the  particular 
lot)  which  Is  the  lot  upon  which  the  under¬ 
signed  plans  to  execute  a  contract  of  sale 
or  lease. 


(Date) 


(Signature  of  purchaser 
or  leasee) 

§  171 0.1  OS  Statement  of  record — for¬ 
mat  and  instructions. 

The  statement  of  record  required  by 
§  1710.20  shall  be  prepared  in  accordance 
with  the  format  and  instructions  as 
follows: 

Employer’s  IRS  No. : _ 

Developer: _ 

Owner: _ 

Statement  of  Record 

Name  of  subdivision: _ 

Location:  _ 

Name  of  develop>er: _ 

Developer’s  address: _ 

Authorized  agent: _ 

Authorized  agent’s  address: _ _ _ 

Part  I.  Aoministrativx  Imformation 

A.  Identification  and  filing  Information: 

1.  . . . . . 

2. . . . . . . . 

3 . . . 

B.  Oeneral  information: 

1 _ _ _ _ _ _ 

2. _ _ _ _ _ _ 

3.  . . . . 

4.  . . . 

6. . . 

6.  Acres  owned _ 

Acres  under  option  or’other  similar 

arrangement _ 

Total _ 

C.  Filings  with  State  authorities: 

1. _ 

2. _ 

D.  Supporting  documentation: 

1 . . . . 

2. . . 


Part  n.  Developers  and  Holders  or  Owner¬ 
ship  Interests  in  Land 

A.  Holder  of  ownership  Interest _ 

Type  of  legal  entity _ 

Extent  and  type  of  Interest _ 

B.  Holder  of  Interest  In  developer _ 

’Type  of  legal  entity _ 

Extent  and  type  of  Interest _ 

O.  Supporting  documentation _ 

Part  HI.  Identity  of  Interest  in  More  ’Than 
One  Filing 

A.  Subdivision _ 

Location  _ 

OHiSR  number _ 

Date  of  filing _ 

B.  Suspensions _ 

Part  IV.  Legal  Descriftion,  Topography, 
Climate,  Subdivision  Map 

A.  Legal  description _ 

B.  Topography  and  physical  characteris¬ 
tics: 

1 . 

2 . . . . 

3 . 

4. . . . . 

5 . . 

6. . . . 

7 . . . 

C.  Climate  and  temperature: 

1. . 

2. . . . 

D.  Environmental  factors: 

1. . 

2.  . . . . 

E.  Subdivision  map: 

1 . 

2 . . . . 

3.  . . . 

4.  . . . . . 

5 . . . . 

6. . . . 

F.  Supporting  documentation: 

1 . . . . . 

2.  . . . . 

Part  V.  Condtiton  of  Title,  Encumbrances, 
Deed  Restrictions,  and  Covenants 

A.  . . . 

B . . . 

C. . . . . 

D . 

Part  VI.  Oeneral  ’Terms  and  Conditions  of 
Offer,  Proposed  Range  of  Selling  Prices 
OR  Rents 

A.  Summary  of  General  Terms  and  Condi¬ 
tions  of  Offer: 

1 . 

2 . . 

3 . . . 

B.  Proposed  range  of  selling  prices  or 

rents  _ 

C.  Supporting  documentation: 

1 . . . 

2. . 

3. . 

Part  VII.  Access,  Nearby  Communities,  Road 
System  Within  the  Subdivision 

A.  Access — Nearby  communities: 

1 . . . . 

2 . . 

3.  Name  of  community _ 

Population _ 

Distance  over  paved  roads _ 

Distance  over  unpaved  roads _ 

Total  . . 

B.  Road  system  within  the  subdivision: 

1 _ _ _ _ 

2 _ _ 

3 _ _ 

C.  Supporting  documentation: 

1 . . . 

2 . . 

3 . . . . 
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Part  VIII.  Utilities 

A.  Water: 

1 . . 

2. . . . 

3.  . 

4.  . 

5 . 

6. . 

7.  _ _ _ 

8.  Supporting  documentation 


b . . . - . 

c.  _ 

d . 

B.  Electricity: 

1 . . 

2. . . . . . 

3.  . 

4.  . 

5.  . . . 

6.  Supporting  documentation: 

a.  _ 

b.  . 

c.  _ 

C.  Oas; 

1. . . . 

2. . 

3.  . 

4.  . . . 

6. . . . . 

6.  Supporting  documentation: 

a.  _ 

b . 

c.  _ 

D.  Telephone: 

1 . 

2. . 

3.  . 

4.  . 

6 . . . . . 

6.  Supporting  documentation: 


b.  . 

c.  _ 

X.  Sewage  disposal: 

1.  . 

2.  . 

3.  _ _ 

4.  _ _ _ 

6.  . 

6.  . 

7.  . 

8.  . . 

9 . 

10.  Supporting  documentation: 


a.  _ 

b.  . . 

P.  Drainage  and  flood  control: 

1.  _ _ _ 

2.  . 

3.  . 

4.  . 

5.  Supporting  documentation : 

a.  _ 

b.  . . . . 

a.  Television: 

1.  _ _ _ _ _ 

2.  . 


Part  IX.  Recrrational  and  Coumon 
Facilitiss 


A. 


1. 

2. 

3. 

4. 


Part  X.  Municipal  Services 

A.  Fire  protection: 

1 . 

2. . 

3 . . . 

B.  Police  protection _ 

C.  Garbage  and  trash  collection: 

1. . . . . 

2.  . 

3 . 
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D.  Public  schools 

1.  Elementary  school: 

a.  _ 

b.  . 

c.  _ 

2.  Junior  high  school: 

a.  _ 

b.  . . . 

c.  _ 

d.  . 

3.  High  school: 

a. _ 

b . . . 

c.  _ 

d.  . 

E.  Medical  and  dental  facilities : 

1.  Hospital  facilities: 

a.  _ 

b.  . 

c.  _ 

d.  . 

e.  _ 

2.  Physicians  and  dentists: 

a.  _ 

b.  . . . 

F.  Public  transportation: 

1. . . . . . 

2. . 

3.  . 

4.  . . . . 

Part  XI.  Taxes  and  Assessments — Common 
Facilities 

A.  . 

B.  . . . 

Part  xn.  Occupanct  Status 

A.  . 

B.  . . . . 

C . 

Part  XIII.  Shoppino  Facilities 

A.  . . . . . 

B.  . . . . . . . 

Part  XIV.  Financial  Statement 

A.  . . . 

B.  . . . . . . 

Part  XV.  Affirmation 
affirmation 

I  hereby  afflrm  that  I  am  the  developer 
of  the  lots  herein  described  or  will  be  the 
developer  at  the  time  lots  are  offered  for 
sale  or  lease  to  the  public,  or  that  I  am  the 
agent  authorized  by  such  developer  to  com* 
plete  this  statement  (if  agent,  submit  writ¬ 
ten  authorization  to  act  as  agent) ; 

That  the  statements  contained  In  this 
statement  of  record  and  any  supplement 
thereto,  together  with  any  documents  sub¬ 
mitted  herewith,  are  full,  true,  complete, 
and  correct; 

That  the  fees  accompanying  this  appli¬ 
cation  are  In  the  amount  required  by  the 
rules  and  regulations  of  the  Office  of  In¬ 
terstate  I.and  Sales  Registration. 


(Date)  (Signature) 


( Corporate  seal  (Title) 

If  applicable) 

Warning:  Section  1418  of  the  Housing  and 
Urban  Development  Act  of  1968  (Title  XTV 
of  P.L.  90-448,  32  Stat.  690,  enacted  on 
Aug.  1,  1968)  provides:  “Any  person  who 
willfully  violates  any  of  the  provisions  of 
this  title  or  of  the  rules  and  regulations  or 
any  person  who  willfully.  In  a  statement 
of  record  filed  under,  or  In  a  property  report 
Issued  pursuant  to,  this  title,  makes  any 
untrue  statement  of  a  material  fact  or  omits 
to  state  any  material  fact  •  •  •.  shall  upon 
conviction  be  lined  not  more  than  $5,000  or 
Imprisoned  not  more  than  6  years,  or  both." 


instructions  for  completion  of  statement 

OF  RECORD 

These  Instructions  must  be  followed  In 
completing  the  statement  of  record.  All 
spaces  In  the  sped  fled  format  must  be  com¬ 
pleted.  The  format  must  not  be  changed  In 
any  respect,  except  as  follows: 

a.  Spaces  provided  In  the  format  may  be 
enlarged  or  extended  for  the  purpose  of  pro¬ 
viding  a  comprehensive  explanation. 

b.  In  addition  to  the  Information  ex¬ 
pressly  required  to  be  stated  In  the  state¬ 
ment  of  record,  there  shall  be  added  such 
further  material  Information,  If  any,  as  may 
be  necessary  to  make  the  required  statements 
In  the  light  of  the  circumstances  under  which 
they  are  made,  not  misleading. 

c.  If  a  flllng  U  to  be  consolidated  pursuant 
to  5  1710.20(c),  the  present  filing  may  In¬ 
corporate  by  reference  any  of  the  material  In 
the  previous  flllng.  This  shall  be  accom¬ 
plished  by  placing  after  the  applicable  Part 
or  Subpart  In  the  format  the  OILSR  number 
of  the  previous  filing  and  the  appropriate 
Part,  Subpart  or  exhibit  and  page  number. 

To  facilitate  proper  flllng,  statements  of 
record  shall  be  fll^  on  good  quality,  un¬ 
glazed,  white  paper,  approximately  8V4  by  13 
Inches  In  size,  with  a  2-lnch  margin  at  the 
top  and  a  1 -Inch  margin  on  each  side.  They 
shall  be  In  black  Ink  In  standard  elite  or  pica 
type.  They  may  be  printed,  lithographed, 
mimeographed,  or  typewritten;  but  the 
standard  size  of  elite  or  pica  typ>e  must  be 
used.  Deeds,  title  policies,  subdivision  maps 
or  plats,  and  other  supporting  documents 
may  be  on  different  size  paper  but  should  be 
folded  to  the  8Vi-  by  13-lnch  size.  A  copy  of 
the  property  report  In  the  form  that  It  will 
be  given  to  the  purchaser  must  be  attached 
to  the  statement  of  record. 

Statements  of  record  shall  be  filed  In 
duplicate  and  at  least  one  copy  shall  bo 
signed. 

In  the  upper  right  hand  corner,  the  de¬ 
veloper  shall  give  his  Employer’s  IRS  number 
as  well  as  that  of  the  owner  of  the  subdivi¬ 
sion,  If  the  developer  Is  not  the  owner.  The 
name  at  the  heading  of  the  statement  of 
record  shall  be  the  common  promotional 
name  used  for  the  subdivision.  *1110  name  and 
address  of  the  authorized  agent  shall  be  the 
name  and  address  of  the  party  designated  by 
the  developer  to  receive  correspondence  and 
to  receive  service  of  process  or  notice  of  any 
action  taken  by  OILSR.  In  all  flllng;8.  Includ¬ 
ing  filings  by  foreign  developers,  the  author¬ 
ized  agent  shall  be  a  resident  of  the  United 
States. 

The  supporting  documents  required  by 
the  various  parts  of  these  Instructions  shall 
be  attached  as  exhibits  at  tlie  back  of  the 
statement  of  record.  Each  exhibit  shall  be 
identified  by  affixing  a  tab  on  the  right  side 
of  the  cover  sheet  of  the  exhibit  and  by 
Identifying  thereon  the  applicable  Part  and 
Subpart  by  Roman  numeral,  letter  and  Arabic 
number.  The  pages  of  each  exhibit  shall  be 
numbered  beginning  with  the  number  one 
for  the  first  page  In  each  exhibit  and  num¬ 
bering  the  remaining  pages  In  the  exhibit 
sequentially.  If,  at  a  later  time,  additional 
data  Is  furnished  to  be  Incorporated  Into,  or 
to  amend,  an  exhibit,  the  pages  of  the  ad¬ 
ditional  data  shall  be  numbered  beginning 
with  the  number  following  the  hist  page 
number  In  the  exhibit  and  following  sequen¬ 
tially  therefrom.  If  the  Information  In  an 
exhibit  Is  applicable  to  more  than  one  part, 
the  developer  may  Incorporate  that  Infor¬ 
mation  by  reference  to  the  appropriate  ex¬ 
hibit  and  to  the  applicable  page  or  pages 
within  that  exhibit. 

The  developer  shall  mark  the  property  re¬ 
port  filed  with  the  Office  of  Interstate  Land 
Sales  Registration  with  references  to  the 
appropriate  Information  In  the  statement  of 
record  and  In  the  exhibits  attached  thereto. 
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If  a  statement  In  the  property  report  Is  sup¬ 
ported  by  both  an  Item  In  the  statement  of 
record  and  In  an  exhibit,  reference  shall  be 
made  to  both  sources.  This  shall  be  accom¬ 
plished  by  placing  the  appropriate  part  and 
subpart  number  or  the  appropriate  exhibit 
number  and  the  page  number  In  the  right 
margin  Immediately  adjacent  to  the  ap¬ 
plicable  statement  In  the  property  report. 

If  an  Item  In  the  statement  of  record  Is 
supported  by  Information  In  an  exhibit,  place 
the  appropriate  exhibit  and  page  numb^  In 
the  right  margin  Immediately  adjacent  to 
the  Item.  Whenever  the  statement  of  rec¬ 
ord  requires  a  stimmary  or  statement  of 
terms  or  Items,  such  summary  or  statement 
must  be  presented  In  a  clear  and  concise 
manner. 

Where  the  documentation  required  by  the 
statement  of  record  cannot  be  obtained,  a 
letter  stating  the  reasons  therefore  must  be 
furnished  by  the  developer,  along  with  the 
best  alternative  assurance  available. 

The  f<^lowlng  Instructions  correspond  to 
the  Part  and  Subpart  letters  and  numbers 
set  forth  In  the  statement  of  record  format. 

Part  I.  Admintstrativ*  Information 

A.  Identification  and  filing  Information. 

1.  State  whether  the  filing  Is  an  initial  fil¬ 
ing  with  the  Office  of  Interstate  Land  Sales 
Registration  on  the  subdivision  or  an  ad¬ 
ditional  offering  of  lots  to  be  consolidated 
w’th  a  statement  of  record  previously  filed 
for  lots  offered  under  the  same  common 
promotional  plan.  If  the  filing  Is  to  be  con¬ 
solidated,  Identify  the  OIIfiR  filing  number 
assigned  to  the  original  statement  of  record. 

2.  Do  you  Intend  to  make  subsequent  fil¬ 
ings  for  additional  lots  within  the  sub¬ 
division? 

3.  Are  you  submitting  documentation  to 
support  a  claim  of  exemption?  If  so,  see  In¬ 
struction  In  D.l  of  this  part. 

B.  General  Information. 

1.  Name  the  State,  Commonwealth,  terri¬ 
tory,  or  possession  of  the  United  States  or 
the  country  In  which  the  subdivision  Is 
located. 

2.  Name  the  county  or  counties  or  other 
political  subdivision  or  subdivisions  within 
which  the  subdivision  is  located. 

3.  State  the  number  of  lots  In  this  offering. 

4.  If  more  than  one  offering  of  lots  In  the 
subdivision  has  been  made  or  will  be  made, 
state  the  number  of  lots  to  be  offered  In  the 
entire  subdivision.  See  Instruction  D.2  of 
this  part. 

5.  State  the  number  of  acres  included  In 
this  offering. 

6.  If  more  than  one  offering  of  lots  In  the 
subdivision  has  been  made  or  will  be  made, 
state  the  number  of  acres  owned,  the  num¬ 
ber  of  acres  under  option  or  other  similar 
arrangement  for  acquisition  of  title  to  the 
land  and  the  total  number  ol  acres  to  be 
offered  pursuant  to  the  same  common  pro¬ 
motional  plan. 

C.  Filings  with  State  authorities. 

1.  If  a  statement  of  record  or  similar  in¬ 
strument  for  the  subdivision  has  been  filed 
In  any  State  or  States,  list  the  State  or 
States. 

2.  If  any  of  the  States  listed  In  answer  to 
fig.  1  above  has  not  permitted  the  filing  to 
become  effective  or  has  suspended  the  filing, 
give  reasons  cited  by  the  State  and  also  the 
developer’s  reasons.  If  different  from  those 
cited  by  the  State. 

D.  Supporting  documentation. 

1.  If  you  are  requesting  an  Exemption  Ad¬ 
visory  Opinion  pursuant  to  section  1710.16 
of  these  rules  and  regulations,  your  request 
should  be  entitled  “Request  tor  Exemption" 
and  Include  a  statement  of  applicable  facts 
and  law.  The  statement  shall  Include  all 
Information  necessary  for  ttie  consideration 
of  the  merits  of  the  proposed  offering  In  re- 
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latlon  to  the  Interstate  Land  Sales  Full  Dis¬ 
closure  Act.  Except  for  requests  for  exemp¬ 
tion  made  prior  to  April  28,  1969,  relating 
to  sales  programs  that  are  In  progress,  the 
offering  must  be  prospective;  and  the  Infor¬ 
mation  submitted  must  affirmatively  disclose 
that  both  the  offering  and  the  operations 
contemplated  thereunder  will  not  be  In¬ 
consistent  with  the  provisions  of  the  Inter¬ 
state  Land  Sales  Full  Disclosure  Act. 

2.  If  the  present  offering  Is  a  subdivision 
which  Is  or  will  be  offered  with  one  or  more 
additional  subdivisions  having  recreational 
and/or  other  common  facilities,  submit  the 
general  or  total  plan.  Include  a  map  showing 
the  total  land  owned  or  under  option  or 
other  similar  arrangement  for  acquisition  of 
title  to  the  land;  and  delineate  thereon  the 
land  Included  in  this  offering. 

Part  II.  Developers  and  Holders  or 
Ownership  Interests  in  Land 

A.  List  the  name  and  address  and  the  type 
and  extent  of  Interest  of  each  holder  of  any 
ownership  Interest  In  the  land  Included  In 
this  offering.  (Individual  lot  owners  or 
lessees  who  have  purchased  or  leased  lots 
from  the  developer  need  not  be  listed.)  If 
the  holder  Is  other  than  an  Individual,  name 
the  type  of  legal  entity  and  list  the  Interest 
and  the  extent  thereof,  of  each  principal.  For 
the  purposes  hereof,  "principal”  shall  mean 
any  person  or  entity  having  a  10  percent  or 
more  financial  Interest. 

B.  If  the  developer  does  not  own  an  In¬ 
terest  in  the  land,  list  name  and  address  of 
each  Individual  or  entity  having  an  owner¬ 
ship  Interest  In  the  developer.  If  the  de¬ 
veloper  is  other  than  an  Individual,  name  the 
type  of  legal  entity  and  list  the  Interest,  and 
the  extent  thereof,  of  each  principal.  For 
the  purposes  hereof,  principal  shall  mean  any 
person  or  entity  having  a  10  percent  or  more 
financial  Interest. 

C.  If  the  developer  Is  a  corporation,  sub¬ 
mit  a  copy  of  the  Articles  of  Incorporation, 
with  all  amendments  thereto;  and  a  list  of 
the  officers  and  directors  of  the  corporation. 

If  the  developer  is  a  trust,  submit  copies  of 
the  instruments  creating  the  trust. 

If  the  developer  is  a  partnership,  xmlncor- 
porated  association.  Joint  stock  company,  or 
any  other  form  of  organization,  submit  copies 
of  articles  of  partnership  or  association  and 
all  other  documents  relating  to  its  organi¬ 
zation. 

If  the  holder  of  any  ownership  interest  In 
the  land  being  offered  Is  a  person  or  entity 
other  than  the  developer,  submit  copies  of  the 
above  documents  for  such  holder.  (For  pur¬ 
poses  of  this  Subpart  C,  It  Is  not  necessary  to 
include  the  sales  agent  If  the  sales  agent  Is  a 
legal  entity  other  than  a  holder  of  an  owner¬ 
ship  Interest  In  the  land. ) 

Part  III.  Identity  of  Interest  in  More  Than 
One  Filing 

A.  Are  any  of  the  holders  of  an  ownership 
interest  In  the  land  or  the  developer,  or  any 
principals  In  the  holder  or  developer,  directly 
or  Indirectly  Involved  In  any  other  subdivi¬ 
sion  or  development  which  has  been  filed 
with  the  Office  of  Interstate  Land  Sales  Regis¬ 
tration?  If  so.  Identify  by  subdivision  name, 
location,  OILSR  number  or  numbers,  and 
date  of  filing.  If  not  applicable,  state  “None.” 

B.  Has  a  suspension  order  been  issued 
with  respect  to  any  statement  of  record  iden¬ 
tified  In  Subpart  A?  If  so,  give  reasons.  (Do 
not  include  '^e  suspension  of  a  statement  of 
record  prior  to  Its  effective  date  or  the  sus¬ 
pension  of  an  amendment  prior  to  Its  effec¬ 
tive  date.) 

Part  IV.  Legal  Description,  Topography, 
Climate,  Subdivision  Map 

A.  Legal  description.  Include  an  adequate 
legal  description  acceptable  In  the  political 
subdivision  for  conveyancing  of  the  land 


Included  in  this  offering;  and  If  additional 
offerings  have  been  made  or  will  be  made 
pursuant  to  a  common  promotional  plan. 
Include  a  legal  description  of  the  total  area 
offered  or  to  be  offered  pursuant  to  the  com¬ 
mon  promotional  plan. 

B.  Topography  and  physical  characteristics. 

1.  Describe  the  general  topography  and 
physical  characteristics  of  the  subdivision; 
for  example,  level,  hilly,  rocky,  etc.;  soli  con¬ 
ditions,  for  example,  loose  sand,  alkaline,  etc. 

2.  State  whether  any  of  the  lots  or  portion 
thereof.  In  the  offering,  are  covered  by  water 
at  any  time  of  the  year. 

3.  Is  the  property  subject  to  a  flood  control 
easement? 

4.  What  percentage  of  the  land  in  the  sub¬ 
division  will  require  corrective  work,  other 
than  fill,  before  construction  of  a  one-stoiy 
residential  structure?  If  any,  describe  type  of 
work  and  plans  for  correction;  and  state  the 
estimated  cost  to  buyer  or  lessee. 

5.  Will  any  unusual  construction  tech¬ 
niques  be  necessary  to  build  on  any  part  of 
land?  If  so,  describe. 

6.  What  percentage  of  the  land  will  require 
fill  before  construction?  If  any,  describe  plans 
for  fill,  including  composition,  and  estimated 
cost  to  lot  buyer  or  lessee. 

7.  State  elevation  of  the  highest  and  lowest 
lots  in  the  subdivision. 

C.  Climate  and  temjjerature. 

1.  Describe  general  weather  conditions  of 
the  area  and  state  whether  the  area  Is  subject 
to  sandstorms,  windstorms,  or  any  other 
unusual  weather  phenomena. 

2.  State  temperature  ranges  for  summer 
and  winter,  Including  high,  low  and  mean. 

D.  Environmental  factors. 

1.  Is  the  land  subject  to  any  unpleasant 
odors,  noises,  pollutants  or  other  nuisances? 
If  so,  describe. 

2.  Do  you  know  of  any  proposed  plans,  pri¬ 
vate  or  governmental,  for  construction  of  any 
facility  which  may  create  a  nuisance  or  ad¬ 
versely  affect  the  use  of  the  land? 

E.  Subdivision  map. 

1.  State  whether  a  subdivision  map  has 
been  filed  with  and  accepted  for  recording  by 
local  authorities.  If  so,  give  recording  data. 

2.  Has  each  lot  In  the  subdivision  been 
surveyed? 

3.  Has  each  Individual  lot  been  staked  or 
marked  so  that  the  buyer  can  Identify  the 
boundary  lines  of  his  lot?  If  not,  state  esti¬ 
mated  cost  to  purchaser  or  lessee  to  obtain 
a  survey  and  to  have  boundary  lines  staked 
or  marked. 

4.  Will  all  streets  shown  on  the  tract  map. 
If  any,  be  public  streets? 

5.  Has  legal  access  been  provided  to  each 
of  the  Individual  lots  within  the  subdivision? 

6.  State  minimum  width  of  legal  access 
to  the  lots. 

F.  Supporting  documentation. 

1.  Copy  of  an  accurate  map  prepared  to 
scale  showing  the  dimensions  of  the  lots 
and  their  relation  to  existing  streets  and 
roads.  (To  comply  with  this  requirement, 
supply  a  map  or  maps  which  have  been  sub¬ 
mitted  to  local  authorities.  If  available.)  If 
the  land  has  not  been  divided.  Include  a  map 
showing  the  proposed  division,  lot  dimension 
and  their  relationship  to  existing  streets  and 
roads. 

2.  Copy  of  the  current  Geological  Survey 
Topographic  Map  or  Maps  of  the  largest  scale 
available  from  the  U.S.  Geological  Survey, 
Washington,  D.C.,  with  an  outline  of  the 
subdivision  area  clearly  indicated  thereon. 

Part  V.  Condition  of  Title,  Encumbrances, 
Deed  Restrictions  and  Covenants 

A.  State  condition  of  the  title  to  the  land 
comprising  the  subdivision.  Including  all  en¬ 
cumbrances,  easements,  covenants,  condi¬ 
tions,  reservations,  limitations  or  restrictions 
applicable  thereto.  This  requirement  may  be 
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met  only  by  submission  of  title  evidence  in 
the  form  of  (1)  an  original  or  copy  of  a  fee 
or  owners  policy  of  title  insurance,  a  guaran¬ 
ty  or  guarantee  of  title,  or  a  certiSoate  of 
title,  or  an  interim  title  binder  or  commit¬ 
ment  for  title  insurance,  or  similar  instru¬ 
ment  issued  by  a  title  company,  duly  author¬ 
ized  by  law  to  issue  such  instruments  in  the 
State  in  which  the  subdivision  is  located;  or 
(2)  a  legal  opinion,  stating  the  condition  of 
title,  prepared  and  signed  by  an  attorney  at 
law  experienced  in  the  examination  of  titles 
and  a  member  of  the  Bar  in  the  State  in 
which  the  property  is  located. 

The  title  evidence  shall  be  dated  as  of  a 
date  no  earlier  than  20  business  days  preced¬ 
ing  the  date  of  this  filing  and  shall  include: 

1.  A  legal  description  of  all  of  the  property 
included  in  this  offering  together  With  a  legal 
description  of  the  property  upon  which  there 
is  or  will  be  located  any  common  areas  or 
facilities  which  will  be  advertised  as  being 
available  for  the  benefit  or  use  of  purchasers 
of  lots.  (Where  the  legal  description  does  not 
specifically  describe  as  individual  parcels 
each  of  the  lots  included  in  this  offering, 
an  affirmative  statement,  to  the  effect  that 
each  of  the  lots  included  in  the  offering  is 
encompassed  by  the  description,  is  required.) 

2.  The  name  of  the  person(s)  or  other  legal 
entlty(ies)  holding  fee  title  to  the  property 
described. 

3.  The  name  of  any  person(s)  or  other 
legal  entity  (les)  holding  a  leasehold  estate 
or  other  interest  of  record  in  the  property 
described. 

4.  A  listing  of  any  and  all  exceptions  or 
objections  to  the  title,  estate  or  interest  of 
the  person(s)  or  legal  entlty(ies),  referred 
to  in  (2)  or  (3)  above.  Including  any  encum¬ 
brances,  easements,  covenants,  conditions, 
reservations,  limitations,  restrictions  of  rec¬ 
ord.  (Any  reference  to  exceptions  or  ob¬ 
jections  to  title  shall  include  specific  ref¬ 
erences  to  the  instruments  in  the  public 
records  upon  which  the  exception  is  based.) 
When  an  objection  or  exception  to  title 
affects  less  than  all  of  the  property  included 
in  this  offering,  the  title  evidence  should 
specifically  note  which  lots  are  affected. 

5.  Copies  of  all  instruments  in  the  public 
records  specifically  referred  to  in  (4)  above. 
(Abstracts  of  such  instruments  are  accept¬ 
able  if  prepared  by  an  attorney  or  profes¬ 
sional  or  official  abstracter  qualified  and  au¬ 
thorized  by  law  to  prepare  and  certify  to 
abstracts  and  if  the  abstracts  contain  the 
material  portion  of  the  recorded  instru¬ 
ments  to  determine  the  nature  and  effect  of 
such  Instruments.) 

Where  the  title  evidence  is  dated  earlier 
than  20  days  prior  to  the  date  of  filing,  the 
requirement  for  a  statement  of  the  condi¬ 
tion  of  title  may  be  met  by  submitting  that 
evidence  together  with  an  attorney’s  opinion 
of  title  covering  the  period  from  the  date 
of  the  title  evidence  to  a  date  no  earlier 
than  20  business  days  preceding  the  date  of 
the  filing.  The  attorney’s  opinion  shall  be 
prepared  and  signed  by  an  attorney  at  law 
experienced  in  the  examination  of  titles  and 
a  member  of  the  Bar  in  the  State  in  which 
the  property  Is  located. 

B.  Describe  and  furnish  copies  of  any  in¬ 
strument,  not  of  public  record,  known  to 
the  developer,  which  if  recorded,  would  af¬ 
fect  the  condition  of  title.  (Copies  of  in¬ 
struments  to  individual  lot  owners  or  lessees 
who  have  purchased  or  leased  lots  from  the 
developer  need  not  be  described  or  fur¬ 
nished.) 

C.  State  the  consequences  for  an  indl* 
vldual  purchaser  of  a  failure,  by  the  per¬ 
son  or  persons  bound,  to  fulfill  obliga¬ 
tions  under  any  instrument  or  instruments, 
referred  to  under  A  or  B.  above,  which  create 
a  blanket  encumbrance  upon  the  property,  or 


RULES  AND  REGULATIONS 

any  portion  thereof,  described  under  A, 
above. 

D.  Describe  and  furnish  copy(le8)  of  any 
trust  deed(s),  deed(s)  in  trust,  escrow 
agreement (s)  or  other  instrument (s)  which 
purport  to  protect  the  purchaser  in  the 
event  of  default  by  the  person  or  persons 
bound  to  fulfill  obligations  under  any  in- 
striunent  or  instruments,  referred  to  under 
A  or  B,  above,  which  create  a  blanket  en¬ 
cumbrance  upon  the  property  or  any  por¬ 
tion  thereof,  described  under  A,  above. 

Part  VI.  General  ’Terms  and  Conditions  or 

Offbr.  Proposed  Range  of  Selling  Prices 

OR  Rents 

A.  Summarize  the  terms  and  conditions  of 
the  offer  and  of  the  contract  of  sale  or  lease. 
The  summary  must  include,  but  shall  not  be 
limited  to: 

1.  A  statement  of  the  terms  of  release  of 
lots  from  the  blanket  encumbrance,  if  the 
subdivision,  or  any  portion  thereof.  Is  subject 
to  a  blanket  encumbrance.  If  there  is  no 
provision  for  release,  describe  any  legal  steps 
taken  to  protect  the  purchaser  or  lessee  In 
the  event  the  obligor  on  the  blanket  en¬ 
cumbrance  defaults. 

2.  A  statement  of  the  disposition  which 
will  be  made  of  earnest  money  or  good  faith 
deposits  and  downpayments  or  other  pay¬ 
ments  received  from  buyers  or  lessees  in¬ 
cluding  any  steps  taken  to  protect  the  buyer 
or  lessee  in  the  event  the  seller  or  lessor  does 
not  perform  his  obligations  under  the 
contract. 

3.  A  statement  of  the  disposition  which 
will  be  made  of  earnest  money  or  good  faith 
deposits  and  downpayments  and  other  pay¬ 
ments  received  from  buyers  or  lessees  who 
default  under  the  terms  of  the  contract. 

B.  State  the  range  of  selling  prices  or  rents 
for  lots  in  the  subdivision. 

'C.  Supporting  documentation. 

1.  A  copy  of  all  forms  of  contracts  or  agree¬ 
ments  to  be  used  in  selling  or  leasing  lots. 
(The  contracts  or  agreements  must  contain 
language  (a)  giving  the  purchaser  the  option 
to  void  the  contract  or  agreement  if  he  does 
not  receive  a  property  report  prepared  pur¬ 
suant  to  the  rules  and  regulations  of  the 
U.S.  Department  of  Housing  and  Urban  De¬ 
velopment,  in  advance  of,  or  at  the  time  of, 
his  signing  the  contract  or  agreement;  and 
(b)  giving  the  purchaser  the  right  to  revoke 
the  contract  or  agreement  within  48  hours 
after  signing  the  contract  or  agreement  if  he 
did  not  receive  the  property  report  at  least 
48  hours  before  signing  the  contract  or  agree¬ 
ment.  (The  contract  or  agreement  may 
stipulate  that  the  revocation  authority  Shall 
not  apply  in  the  case  of  a  purchaser  who 
(i)  has  received  the  property  report  and 
Inspected  the  lot  to  be  purchased  or  leased 
In  advance  of  signing  the  contract  or  agree¬ 
ment,  and  (li)  acknowledges  by  his  signature 
that  he  has  made  such  inspection  and  has 
read  and  understood  such  report.)) 

2.  A  copy  of  the  agreement.  If  not  Included 
In  the  sales  contract,  in  which  seller  agrees 
with  buyer  to  release  lots  from  any  blanket 
encumbrance. 

3.  Copies  of  deeds  and  leases  by  which  the 
developer  will  lease  or  convey  title  to  the 
lots  to  purchasers  or  lessees. 

Part  VII.  Access,  Nearby  Communities.  Road 
System  Within  the  Subdivision 

A.  Access — nearby  communities. 

1.  Describe  present  condition  of  access 
routes  to  the  subdivision,  including  type  and 
width  of  road  surface  and  number  of  lanes. 

2.  Are  any  Improvements  proposed  to  ac¬ 
cess  routes?  If  so,  state  who  will  bear  the 
cost  of  the  Improvements  and  the  estimated 
completion  date.  If  the  Improvements  are  to 
be  made  by  a  local  governmental  authority. 
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state  the  name  of  the  authority,  and  the 
source  of  funds  to  complete  the  improve¬ 
ments.  If  lot  owners  will  be  subject  to  a 
special  assessment  or  similar  charge  for  such 
Improvements  which  shall  be  a  Hen  on  the 
lots  In  the  subdivision,  so  state. 

3.  List  nearest  large  cities  and  the  county 
seat,  and  the  population  of  each.  List  the 
total  distance  to  the  center  of  the  subdivision 
from  each  and  the  portion  of  that  distance 
which  is  paved  and  unpaved.  If  the  geo¬ 
graphical  center  of  the  subdivision  is  located 
more  than  50  miles  from  a  large  city  or  the 
county  seat,  list  also  the  nearest  established 
community  or  communities. 

B.  Road  system  within  the  subdivision. 

1.  Describe  the  present  condition  of  the 
road  system  within  the  subdivision,  includ¬ 
ing  the  type  and  width  of  road  surface,  num¬ 
ber  of  lanes  and  approximate  dedicated  width 
of  roads.  State  whether  all  of  the  lots  in 
the  subdivision  can  be  reached  by  conven¬ 
tional  automobile. 

а.  State  any  proposed  Improvements  to  the 
road  system  within  the  subdivision,  the  per¬ 
centage  completed,  and  the  estimated  sched¬ 
ule  for  completion.  State  who  will  bear  the 
cost  of  the  improvements;  and  If  any  of  the 
cost  Is  to  be  borne  by  the  purchaser,  stiitc 
the  estimated  cost  to  the  purchaser. 

3.  State  whether  the  roads  within  the  sub¬ 
division  have  been  dedicated  to  and  accepted 
by  a  public  authority  responsible  for  main¬ 
tenance.  If  not  dedicated  and  accepted,  state 
who  will  be  responsible  for  maintenance.  If 
the  lot  owner  will  be  responsible  for  main¬ 
tenance  state  the  estimated  cost  to  the 
purchaser. 

C.  Supporting  documentation. 

1.  If  the  developer  is  to  complete  acces.s 
routes,  submit  copies  of  contracts  and  copy 
of  any  bonds  »r  escrow  agreements  to  guar¬ 
antee  completion  thereof.  If  the  access  routes 
are  to  be  completed  by  the  local  government, 
a  copy  of  a  letter  from  the  local  authorities 
setting  forth  the  plan  for  the  completion  of 
access  routes  and  maintenance  thereof. 

2.  Copies  of  contracts  for  the  completion 
of  the  road  system  within  the  subdivision 
and  copy  of  the  bond  or  escrow  agreements 
to  assure  completion  thereof. 

3.  Copy  of  letter  from  local  authority  set¬ 
ting  forth  the  plan  for  maintenance  of  the 
road  system  with  the  subdivision. 

Part  VIII.  Utilities 

A.  Water. 

1.  State  the  availability  of  the  water  sup¬ 
ply  and  whether  the  supply  will  be  adequate 
to  serve  the  anticipated  population  of  the 
area. 

2.  Is  the  water  supplied  or  to  be  supplied 
by  a  public  or  private  utility  company?  If  so, 
state  the  name  and  address  and  whether  the 
company  is  regulated  by  a  public  body.  If 
not,  is  there  any  other  means  of  assurance  of 
continuous  service  at  reasonable  rates? 

3.  State  whether  the  water  lines  will  be 
extended  to  the  individual  lots.  If  they  are 
to  be  extended,  state  the  estimated  schedule 
for  the  extension  and  the  assurance  of 
completion. 

4.  State  estimated  cost  of  Installation  or 
construction  to  be  borne  by  the  purchaser, 
if  any. 

5.  Is  the  water  supply  to  be  obtained  from 
private  well?  If  so.  Indicate  (1)  probable 
depth  and  (2)  results  of  test  borings  or  other 
data  establishing  that  a  sufficient  quantity 
of  potable  water  is  available  to  each  buyer 
or  lessee  and  (3)  estimated  total  completion 
cost  to  buyer  or  lessee. 

б.  If  water  is  provided  by  a  supplier  not 
regulated  by  a  public  body,  state  the  rate 
schedule. 

7.  If  privately  supplied  water  or  individ¬ 
ual  wells  are  to  be  the  source  of  water  for 
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human  use.  has  the  cognizant  State  or  county 
health  authority  Issued  a  report  on  the 
quality  of  the  water? 

8.  Supporting  documentation. 

a.  Copy  of  a  letter  from  water  company 
stating  that  It  will  supply  the  water. 

b.  Copy  of  the  contract  for  ooixstructlon, 
If  any,  and  the  bond  or  escrow  agreement 
to  assure  completion  of  the  facility,  If  any. 

c.  If  available,  copy  of  engineer’s  report  or 
geological  report  or  any  other  data  Indicat¬ 
ing  the  source  and  quantity  of  water. 

d.  Copy  of  letter  or  report  from  cognizant 
health  officer  on  quality  and  purity  of  water. 

B.  Electricity. 

1.  State  whether  electricity  Is  available 
and.  If  so,  the  name  and  address  of  the  sup¬ 
plier  from  which  It  may  be  obtained. 

2.  Is  the  supplier  a  public  or  private  util¬ 
ity  company?  State  whether  the  supplier  Is 
regulated  by  a  public  body.  If  not.  Is  there 
any  other  means  of  assurance  of  contlnuovis 
service  at  reasonable  rates? 

3.  Have  the  electrical  facilities  been  ex¬ 
tended  to  the  Individual  lots? 

4.  If  the  electrical  facilities  have  not  been 
extended  to  the  Individual  lots,  what  Is  the 
estimated  schedule  for  Installation  and  what 
estimated  costs.  If  any,  will  be  borne  by  the 
purchaser? 

5.  State  the  assurance  of  completion  if 
the  electrical  facilities  are  to  be  Installed  by 
the  developer. 

6.  Supporting  documentation. 

a.  Copy  of  a  letter  from  the  electric  com¬ 
pany  stating  that  It  will  supply  the 
electricity. 

b.  If  electricity  Is  provided  by  a  supplier 
not  regulated  by  a  public  body  state  the 
rate  schedule. 

c.  Copy  of  the  contract  for  construction  of 
electrical  facilities.  If  any,  and  any  bond  or 
escrow  arrangements  to  assure  completion 
of  the  facilities. 

C.  Gas. 

1.  State  the  availability  of  gas  Including 
the  name  and  address  of  the  supplier. 

2.  Is  the  supplier  a  public  or  private  utility 
company?  State  whether  the  supplier  Is  regu¬ 
lated  by  a  public  body.  If  not.  Is  there  any 
other  means  of  assurance  of  continuous  serv¬ 
ice  at  reasonable  rates? 

3.  Have  gas  lines  been  extended  to  the 
Individual  lots? 

4.  If  the  gas  facilities  have  not  been  ex¬ 
tended  to  the  Individual  lots,  what  Is  the 
estimated  schedule  tor  Installation  and  what 
estimated  cost  will  be  borne  by  the 
purchaser? 

5.  State  the  assurance  of  completion  If  the 
gas  facilities  are  to  be  installed  by  the 
developer. 

6.  Supporting  documentation. 

a.  Letter  from  the  gas  supplier  stating  that 
it  will  provide  the  service. 

b.  If  gas  Is  provided  by  a  supplier  not  regu¬ 
lated  by  a  public  body,  state  rate  schedule 
for  the  service. 

c.  Ck>py  of  the  contract  for  construction  of 
the  gas  facilities.  If  any,  and  any  bond  or 
escrow  arrangements  to  assure  completion  of 
the  facilities. 

D.  Telephone. 

1.  State  the  availability  of  telephone  serv¬ 
ice  Including  the  name  and  address  of  the 
supplier. 

2.  Is  the  supplier  a  public  or  private  utility 
company?  State  whether  the  supplier  is 
regulated  by  a  public  body.  If  not.  Is  there 
any  other  means  of  assurance  of  continuous 
service  at  reasonable  rates? 

3.  Have  the  telephone  facilities  been  ex¬ 
tended  to  the  Individual  lots? 

4.  If  the  telephone  facilities  have  not  been 
extended  to  the  individual  lots,  what  is  the 
estimated  schedule  for  Installation  and  what 
cost  will  be  borne  by  the  purchaser? 
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5.  State  the  assurance  of  c<»npletlon  of  the 
telephone  facilities  If  those  facilities  are  to 
be  Installed  by  the  developer. 

6.  Supporting  dociunentatlon. 

a.  Copy  of  a  letter  from  the  telephone  com¬ 
pany  stating  that  the  company  will  supply 
the  service. 

b.  If  telephone  service  Is  provided  by  a 
supplier  not  regulated  by  a  public  body,  state 
the  rate  schedule. 

c.  Copy  of  the  contract  for  the  construction 
of  the  telephone  services.  If  any,  and  any 
bond  or  escrow  arrangements  to  assure  com¬ 
pletion  of  the  facilities. 

E.  Sewage  disposal. 

1.  State  whether  sewers  are  available  and. 
If  so,  the  name  and  address  of  the  entity  re¬ 
sponsible  for  Installation  and  maintenance. 

2.  Is  the  entity  a  public  or  private  utility 
company?  State  whether  entity  Is  regtUated 
by  a  public  body.  If  not.  Is  there  any  other 
means  of  assurance  of  continuous  service  at 
reasonable  rates? 

3.  Have  the  sewage  facilities  been  extended 
to  the  individual  lots? 

4.  If  the  sewage  facilities  have  not  been 
extended  to  the  Individual  lots,  what  Is  the 
estimated  schedule  for  their  Installation  and 
what  estimated  costs  will  be  borne  by  the 
pmchaser,  including  construction,  installa¬ 
tion  and  connection  costs? 

5.  State  the  assurance  of  completion  if  the 
sewage  facilities  are  to  be  installed  by  the 
developer. 

6.  If  public  sewers  are  not  now  Installed 
and  are  not  to  be  installed,  state  the  alternate 
sewage  disposal  method  to  be  used,  such  as 
septic  tanks  or  cesspools. 

7.  If  a  public  sewer  is  not  or  will  not  be 
Installed,  state  the  estimated  cost  of  In¬ 
stalling  the  alternate  method  of  sewage 
disposal. 

8.  Will  the  local  health  authorities  approve 
the  use  of  an  alternate  method  of  sewage 
disposal?  Has  such  approval  been  obtained? 

9.  If  use  of  septic  tanks  Is  contemplated, 
state  whether  the  land  is  suitable  for  the  use 
of  septic  tanks;  Include  In  your  statement  the 
results  of  any  percolation  tests. 

10.  Supporting  dociunentatlon. 

a.  Copy  of  the  contract  for  construction  of 
the  sewage  disposal  facilities.  If  any,  and  any 
bond  or  escrow  arrangements  to  assure  the 
completion  of  the  facilities. 

b.  Copy  of  a  letter  from  local  health  au¬ 
thorities  stating  the  methods  of  sewage  dis¬ 
posal  which  will  or  will  not  be  permitted. 

F.  Drainage  and  flood  control. 

1.  State  whether  there  has  been  or  will  be 
any  drainage  required  to  render  any  of  the 
lots  suitable  for  construction  piu-poses.  If  so, 
list  the  lots,  and  state  estimated  cost  to 
purchaser. 

2.  Have  artiflcial  drains,  storm  sewers,  or 
flood  control  chaimels  been  Installed? 

3.  If  these  facilities  have  not  been  In¬ 
stalled,  what  Is  the  estimated  schedule  for 
completion,  if  any,  and  what  estimated  costs 
or  other  assessments  will  the  pmchaser  be 
expected  to  pay? 

4.  If  the  developer  Is  to  Install  these  facil¬ 
ities  state  the  assurance  of  completion. 

5.  Supporting  documentation. 

a.  Copy  of  the  contract  for  the  construc¬ 
tion  of  the  artiflcial  drains,  storm  sewers,  or 
flood  control  channels.  If  any,  and  any  bonds 
or  escrow  agreements  to  assure  completion 
of  the  facilities. 

b.  If  drainage  Is  provided  or  to  be  provided 
by  a  public  or  private  company,  submit  a  let¬ 
ter  from  the  company  stating  that  It  will 
provide  the  service. 

O.  Television. 

1.  Is  television  reception  available  to  the 
lots  within  the  subdivision  without  reception 
cost? 

2.  If  not,  state  estimated  cost  to  user. 


Part  IX.  Recreational  and  Common 
Faciuties 

List  any  common  or  recreational  facilities 
which  have  been  or  are  to  be  installed  for  the 
benefldal  use  and  enjoyment  of  the  owners 
of  lots  In  the  subdivision  which  have  not 
been  discussed  In  the  previous  parts  of  the 
statement  of  record.  Identify  each  facility 
and  answer  the  following  questions  for  each : 

A.  (Name  of  facility.) 

1.  If  the  facility  has  not  been  installed, 
what  Is  the  percentage  of  completion,  the 
estimated  schedule  for  completion  and  what 
estimated  costs  will  the  purchaser  have  to 
pay? 

2.  What  provisions  have  been  made  for  the 
maintenance  and  operation  of  the  facility 
and  what  Is  the  estimate  of  the  assessments 
or  other  recurring  charges  to  be  paid  by  the 
purchaser? 

3.  Include  a  statement  of  the  assurance  of 
completion  of  the  facility  if  the  developer 
Is  responsible  for  construction. 

4.  Supporting  documentation.  Copy  of  the 
contract  for  construction  of  the  facilities.  If 
any,  and  any  bond  or  escrow  arrangements 
to  assure  completion  of  the  facilities. 

B.  (Name  of  facility.) 

Part  X.  Municipal  Services 

A.  Fire  protection. 

1.  State  the  availability  of  Are  protection 
and  list  the  name  and  address  of  the  par¬ 
ticular  force  exercising  jurisdiction  over  the 
subdivision. 

2.  State  whether  the  service  Is  provided  by 
the  municipality  or  by  a  volunteer  organiza¬ 
tion. 

3.  State  the  distance  In  terms  of  road  miles 
from  the  geographical  center  of  the  sub¬ 
division  to  the  nearest  Are  station  or  sub¬ 
station. 

B.  Police  protection. 

State  the  availability  of  police  protection 
and  list  the  name  and  address  of  the  par¬ 
ticular  force  exercising  jurisdiction  over  the 
subdivision. 

C.  Garbage  and  trash  collection. 

1.  State  the  availability  of  garbage  and 
trash  collection  service  and  the  name  and 
address  of  the  company  which  presently 
furnishes  the  service.  If  garbage  and  trash 
collection  service  Is  not  presently  available, 
state  whether  such  service  Is  proposed;  and 
If  It  Is,  give  the  date  on  which  it  will  become 
effective. 

2.  State  whether  the  cost  of  the  service  is 
to  be  paid  directly  by  the  lot  owner  or 
whether  the  service  Is  to  be  provided  by  a 
municipal  agency. 

3.  If  the  cost  of  the  service  Is  to  be  paid 
directly  by  the  lot  owners,  state  the  estimated 
monthly  cost  per  lot. 

D.  Public  schools. 

1.  Elementary  school. 

a.  State  name  and  address  of  the  nearest 
elementary  school  available  to  residents  of 
the  subdivision. 

b.  State  the  distance  to  the  school  In  terms 
of  road  miles  from  the  geographical  center 
of  the  subdivision. 

c.  State  whether  school  bus  transportation 
will  be  provided. 

d.  State  whether  public  transportation  Is 
available  to  the  school. 

2.  Junior  high  school. 

a.  State  name  and  address  of  the  nearest 
junior  high  school  available  to  residents  of 
the  subdivision. 

b.  State  the  distance  to  the  school  in 
terms  of  road  miles  from  the  geographical 
center  of  the  subdivision. 

c.  State  whether  school  bus  transportation 
will  be  provided. 

d.  State  whether  public  transportation  Is 
available  to  the  school. 

3.  High  school. 
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a.  State  name  and  address  of  the  nearest 
high  school  available  to  residents  of  the 
subdivision. 

b.  State  the  distance  to  the  school  In 
terms  of  road  miles  from  the  geographical 
center  of  the  subdivision. 

c.  State  whether  school  bus  transportation 
will  be  provided. 

d.  State  whether  public  transportation  Is 
available  to  the  school. 

E.  Medical  and  dental  facilities. 

1.  Hospital  facilities. 

a.  State  the  availability  of  hospital  facili¬ 
ties  and  the  name  and  address  of  the  par¬ 
ticular  hospitals  available  to  residents  of  the 
subdivision. 

b.  State  whether  the  hospital  Is  publicly 
or  privately  owned  and  whether  the  services 
are  general  or  specialized. 

c.  State  the  bed  capacity  of  the  hospital. 

d.  State  the  distance  in  terms  of  road 
miles  from  the  geographical  center  of  the 
subdivision  to  the  nearest  general  hospital. 

e.  State  the  availability  of  ambulance  serv¬ 
ice  and  specify  whether  this  service  is  fur¬ 
nished  by  the  hospital (s)  or  by  a  volunteer 
organization. 

2.  Physicians  and  dentists. 

a.  State  the  distance  In  terms  of  road  miles 
from  the  geographical  center  of  the  subdi¬ 
vision  to  physicians’  and  dentists’  offices. 

b.  State  whether  or  not  public  transpor¬ 
tation  is  available  from  the  subdivision  to 
the  general  physicians’  and  denslsts’  offices. 

F.  Public  transportation. 

1.  State  whether  public  transportation  Is 
available  from  the  subdivision  to  nearby 
municipalities  Including  the  frequency,  type 
and  estimated  cost  of  service. 

2.  If  no  such  transportation  Is  available, 
state  whether  It  will  be  available  and  give 
estimated  date  of  availability. 

3.  Include  In  your  statement  the  proposed 
frequency  of  service  and  estimated  cost. 

4.  If  public  transportation  Is  not  presently 
available  from  the  subdivision,  state  the 
distance  in  road  miles  to  nearest  public 
transportation. 

Part  XI.  Taxes  and  Assessments — Common 
Facilities 

A.  Is  the  buyer  or  lessee  to  pay  taxes,  spe¬ 
cial  asses.sments,  or  to  make  payments  of  any 
kind  for  the  maintenance  of  common  facili¬ 
ties  In  the  subdivision  before  taking  title  or 
signing  the  lease'?  If  so,  state  the  amount  and 
to  whom  they  must  be  paid. 

B.  Is  the  buyer  or  lessee  to  pay  taxes,  spe¬ 
cial  assessments,  or  to  make  payments  of  any 
kind  for  the  maintenance  of  common  facili¬ 
ties  In  the  subdivision  after  taking  title?  If 
so,  state  the  amount  and  to  whom  they  mu.st 
be  paid. 

Part  XII.  CX;cupancy  Status 

A.  State  the  approximate  number  of  dwell¬ 
ings  In  the  subdivision  at  the  time  of  filing 

B.  State  the  number  of  dwellings  which 
are  proposed  and  the  estimated  completion 
date  of  those  dwellings. 

C.  State  the  approximate  number  of  dwell¬ 
ings  presently  occupied.  If  any. 

Part  XlII.  Shopping  Facilities 

A.  State  what  shopping  facilities  are  avail¬ 
able  to  the  subdivision.  Include  available 
types  of  stores  and  consumer  services  and 
the  distance  In  terms  of  road  miles  from  the 
geographical  center  of  the  subdivision  to  the 
facilities. 

B.  State  whether  public  transportation  Is 
available  to  the  facility,  the- frequency  of  the 
service  and  the  estimated  cost. 

Part  XIV.  Financial  Statement 

A.  Submit  a  copy  of  the  latest  financial 
statement  of  the  developer.  Suoh  financial 
statement  shall  not  be  more  than  12  months 
old. 


B.  State  the  means  by  which  the  developer 
will  finance  the  obligations  undertaken  or 
proposed  and  as  set  forth  In  this  statement 
of  record.  A  statement  of  past  performance 
in  completing  obligations  undertaken  by  the 
developer  may  be  Included. 

Part  XV.  Affirmation 

§  1710.110  I’roperly  report  and  lea>e 
aililentliint. 

The  property  report  and  if  applicable, 
the  lease  addendum  to  be  filed  with  the 
Oflace  of  Interstate  Land  Sales  Registra¬ 
tion,  Department  of  Housing  and  Urban 
Development,  as  a  part  of  the  statement 
of  record,  and  as  provided  in  §  1710.20 
shall  be  prepared  in  accordance  with  the. 
instructions  and  format  as  follows: 

Instructions  for  Completing  Propertt 
Report  and  Lease  Addendum 

These  Instructions  must  be  followed  In 
completing  the  property  report  and  lease 
addendum.  All  spaces  mu.st  be  completed. 
This  format  may  not  be  changed  In  any  re¬ 
spect,  except  as  follows; 

a.  All  references  to  leases,  lessees  and  rents 
should  be  deleted  If  no  leasing  Is  proposed 
and  the  offering  is  exclu.slvely  for  sales.  In 
this  event,  the  lea.se  addendum  may  be 
disregarded. 

b.  Spaces  provided  In  the  format  may  be 
enlarged  or  extended  for  the  purpose  of  pro¬ 
viding  a  summary  explanation  of  the  subject 
under  discussion  but  may  not  be  used  to 
Insert  promotional  or  advertising  matter  de¬ 
signed  to  counteract  facts  adverse  to  the 
Interests  of  the  buyer  or  lessee. 

c.  If  this  filing  Is  made  pursuant  to  the 
provisions  of  Section  1710.40  of  these  regula¬ 
tions.  then  the  following  paragraph  shall  be 
added  as  a  new  paragraph  Immediately  after 
the  fourth  paragraph  of  the  notice  and 
disclaimer: 

“Although  a  statement  of  record  has  been 
filed  with  the  Office  of  Interstate  Land  Sales 
Registration,  U.S.  Department  of  Housing 
and  Urban  Development,  the  filing  has  not 
been  examined  or  verified.’’ 

d.  Questions  on  tlie  property  report  must 
bo  answered  In  concise,  plain  language  but 
should  disclose  all  pertinent  facts. 

c.  The  property  report  shall  contain  Infor¬ 
mation  in  addition  to  that  elicited  by  the 
questions  appearing  therein  If  at  any  time 
It  appears  to  the  Secretary  ihat  the  inclusion 
of  additional  Information  Is  nece.ssary  or  ap¬ 
propriate  In  the  public  Interest,  and  the 
Secretary  so  advises  the  developer. 

The  instructions  below  correspond  to  the 
numbered  paragraph  In  the  property  report: 

Paragraph  3.  List  the  nearest  large  city  or 
county  seat  and  the  population  of  each.  List 
the  total  distance  to  the  center  of  the  sub¬ 
division  from  each  and  the  portion  of  that 
distance  which  Is  paved  and  unpaved.  If  the 
subdivision  Is  located  more  than  50  miles 
from  either,  list  also  the  nearest  established 
community  or  communities. 

Paragraph  4.  If  the  buyer  or  lessee  Is  ex¬ 
posed  to  the  risk  of  losing  his  Investment  In 
the  event  of  the  developer’s  failure  or  bank¬ 
ruptcy,  this  fact  must  be  made  unmistak¬ 
ably  clear  in  this  paragraph.  Explanations 
should  Include  any  measures  designed  to  pro¬ 
tect  the  buyer's  interests,  and  they  must  dis¬ 
close  any  circumstances  under  which  the 
buyer  would  lose  his  Investment  either  be¬ 
cause  of  his  own  default  or  the  developer's 
Inability  to  perform  under  the  sales  contract. 
If  there  is  any  prohibition  or  penalty  against 
the  buyer  recording  the  sales  contract  or 
lease,  so  state.  A  statement  can  be  Included 
by  the  developer  describing  his  past  per¬ 
formance  In  conveying  free  and  clear  titles 
to  buyers  upon  their  payment  of  the  full 
purchase  price. 


Paragraph  5.  Whether  the  offering  Includes 
only  cash  sales,  or  Installment  contracts  and 
leases,  explain  fully  how  the  buyer  or  lessee 
Is  to  be  protected  against  loss  of  his  Invest¬ 
ment.  If  a  blanket  mortgage  or  other  lien  Is 
foreclosed  against  the  developer,  will  tlie 
holder  of  such  mortgage  or  other  lien  be  ob¬ 
ligated  to  perform  the  agreement  with  the 
purchaser  or  lessee?  If  not.  are  the  buyer’s 
or  lessee’s  payTnents  and  Investments  In  Im¬ 
proving  the  property  protected  through  an 
escrow  or  by  other  means?  The  buyer  or 
lessee  must  be  told  of  the  possible  conse¬ 
quences  In  the  explanation  of  the  answer  to 
this  question. 

Paragraph  7.  Buyers  and  lessees  must  be 
told  when  their  obligation  to  p:iy  taxes,  spe¬ 
cial  assessments  and  similar  charges  begliis. 
They  should  also  be  made  aware  of  the  ap¬ 
proximate  amount  of  buyer’s  or  lessee’s  an¬ 
nual  pa>Tnent.s.  but  the  Items  for  Indicating 
the  amount  of  taxes  and  special  assessments 
may  be  answered  by  the  sUitemont  “Consult 
local  taxing  authorities.’’ 

Paragraph  8(b).  Include  all  limltiitlons 
upon  the  buyer’s  use  or  enjoyment  of  the 
property,  including  mineral  rights  reserva¬ 
tions. 

Paragraph  10.  Describe  arrangements  made 
(contracts  supported  by  completion  bonds 
or  escrows,  for  example)  designed  to  assure 
completion  of  the  Improvements.  If  no 
arrangements  have  been  made,  state  “None." 
If  It  later  becomes  evident  that  an  Improve¬ 
ment  will  not  be  completed  on  or  before  the 
specified  date,  amendments  of  the  statement 
of  record  and  property  report  are  required. 
If  no  sewage  disposal  arrangements  are  con¬ 
templated.  state  if  land  Is  suitable  for  the  u.se 
of  septic  tanks,  describing  the  results  of  any 
percolation  tests.  State  estimated  cost  to 
buyer  for  septic  tank.  If  water  Is  to  be  pro¬ 
vided  by  private  well.  Indicate  (1)  estimated 
completion  cost  and  (2)  any  othrr  data 
establishing  that  a  sufficient  quantity  of 
potnb'e  water  Is  available  to  each  buyer  or 
lessee.  If  water  Is  to  be  provided  by  a  private 
utility,  describe  assurances  for  contlnuou.s 
service  at  reasonable  rates. 

Paragraph  14,  The  number  of  homes 
occupied  can  be  amended  to  rcfiect  periodic 
Increases  subsequent  to  the  Initial  filing 
date. 

Paragraph  13.  Include  statement  as  to  na¬ 
ture  of  terrain  (flat,  rolling,  hilly,  moun¬ 
tainous,  etc  ),  type  of  soli  (sandy,  swampy, 
rocky,  etc.)  and  vegetation  (cactus,  trees, 
gra.ss,  etc  ). 

Property  Report 

notice  and  disclaimer  by  office  of  inter¬ 
state  LAND  SALES  REGISTRATION,  U.S.  DEPART¬ 
MENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 

This  report  Is  not  a  recommendation  or 
endorsement  of  the  offering  herein  by  the 
Office  of  Interstate  Land  Sales  Registration, 
nor  has  that  office  made  an  Inspection  of  the 
property  nor  passed  upon  the  accuracy  or 
adequacy  of  this  report  or  any  promotional 
or  advertising  materials  used  by  the  seller. 

It  Is  In  the  Interest  of  the  buyer  or  le.ssee 
to  Inspect  the  property  and  carefully  read  all 
sale  or  lease  documents. 

Prospective  buyers  and  lessees  arc  notified 
that  unless  they  have  received  this  property 
report  prior  to.  or  at  the  same  time  they 
enter  Into  a  contract,  they  may  void  the 
contract  by  notice  to  the  seller. 

Unless  a  buyer  or  lessee  acknowledges  In 
writing  that  he  has  read  the  report  and 
personally  Inspected  the  lot  prior  to  signing 
his  contract,  he  may  revoke  his  contract 
within  48  hours  from  the  signing  of  his 
contract.  If  he  has  received  the  property 
report  less  than  48  hours  prior  to  signing 
such  contract. 

1.  Name  (a)  of  developer _ 

Address  _ 
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2.  Name  of  rubdlvlslon _ _ 

liocatlon _ Coimty,  State 

of _ 

3.  List  names  and  populations  of  surround¬ 
ing  communities  and  list  distances  over 
paved  and  \mpaved  roads  to  the  subdivision. 


Distance 

Name  of  Population  over  Unpaved  Total 
community  paved  roads 

roads 


a. 

b. 

c. 

d. 

e. 


4.  If  periodic  payments  are  to  be  made  by 
a  buyer  (as  In  the  case  of  Installment  sales 
contracts)  complete  all  items  under  this 
paragraph  4.  If  not,  enter  “Not  Applicable.” 

a.  Will  the  sales  contract  be  recordable? 
Yes  or  No? 

b.  In  the  absence  of  recording,  could  the 
developer’s  creditors  or  others  acquire  title 
to  the  property  free  of  any  obligation  to  de¬ 
liver  a  deed  to  the  buyer  when  final  pay¬ 
ment  has  been  made  under  the  sales  con¬ 
tract?  Yes  or  No?  If  yes,  explain. 

c.  What  provision.  If  any,  has  been  made 
for  refunds  If  buyer  defaults? 

d.  State  prepayment  penalties  or  privileges, 
If  any. 

5.  Is  there  a  blanket  mortgage  or  other 
lien  on  the  subdivision  or  portion  thereof 
In  which  the  subject  property  Is  located?  Yes 
or  No?  If  yes,  list  below  and  describe  arrange¬ 
ments,  If  any,  for  protecting  Interests  of  the 
buyer  or  lessee  If  the  developer  defaults  In 
payment  of  the  lien  obligation.  If  there  Is 
such  a  blanket  lien,  describe  arrangements 
for  release  to  a  buyer  of  Individual  lots  when 
the  full  purchase  price  is  paid. 

(Effect  on  buyers  If 
(Type  of  lien)  developer  defaults) 

a. _  _ 

b . . . . 

c. _  _ 

6.  Does  the  offering  contemplate  leases  of 
the  property  In  addition  to,  or  as  distin¬ 
guished  from,  sales?  Yes  or  No?  If  yes,  a  lease 
addendum  must  be  completed,  attached,  and 
made  a  part  of  the  property  report. 

7.  Is  buyer  or  lessee  to  pay  taxes,  special 
assessments,  or  to  make  payments  of  any 
kind  for  the  maintenance  of  common  fa¬ 
cilities  in  the  subdivision  (a)  before  taking 
title  or  signing  of  lease  or  (b)  after  taking 
title  or  signing  of  lease?  If  either  answer  is 
yes,  complete  the  schedule  below: 

Approximate  amount 
of  buyer’s  or  lessee’s 
annual  payments 

Taxes  _ 

Special  assessments _ 

Payments  to  property  owner's 

association  _ 

Other _ 

Specify  _ 

8.  (a)  Will  buyer’s  downpairment  and  in¬ 
stallment  payments  be  placed  In  escrow  or 
otherwise  set  aside?  Tes  or  No?  If  yes,  with 
whom?  If  not,  will  title  be  held  In  trust  or  In 
escrow? 

(b)  Except  for  those  property  reservations 
which  land  developers  commonly  convey  or 
dedicate  to  local  bodies  or  public  utilities  for 
the  purpose  of  bringing  public  services  to  the 
land  being  developed,  will  buyer  receive  a 
deed  free  of  exceptions?  Yes  or  No?  If  no,  list 
all  restrictions,  easements,  covenants,  reserva¬ 
tions  and  their  effect  upon  buyer. 

(c)  Buyer  should  determine  permissible 
uses  of  the  property  from  local  zoning 
authorities. 

9.  (a)  List  all  recreational  facilities  cur¬ 
rently  available  (e.g.,  television,  sports, 
beaches,  etc.)  State  any  costs  or  assessments 
to  buyer  or  lessee. 
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(b)  If  facilities  are  proposed  or  partly 
completed,  state  promised  completion  date, 
provisions  to  Insure  completion,  and  all  es¬ 
timated  cost  or  assessments  to  buyer  or 
lessee. 

10.  State  whether  the  following  are  now 
available  In  the  subdivision:  Garbage  and 
trash  collection,  sewage  disposal,  paved 
streets,  electricity,  gas,  water,  telephone.  If 
yes,  state  any  estimated  costs  to  buyer  or 
lessee.  If  proposed  or  partly  completed,  state 
promised  completion  date,  provisions  to  In¬ 
sure  completion  and  give  estimate  of  all  costs 
Including  maintenance  costs  to  buyer  or 
lessee. 

11.  Will  the  water  supply  be  adequate  to 
serve  the  anticipated  population  of  the  area? 

12.  Is  any  drainage  of  surface  water,  or 
use  of  fill  necessary  to  make  lots  suitable 
for  construction  of  a  one  story  residential 
structure?  Yes  or  No?  If  yes,  state  whether 
any  provision  has  been  made  for  drainage  or 
fill  and  give  estimate  of  any  costs  buyer 
would  Incur. 

13.  State  whether  any  of  the  following  are 
currently  available  In  the  subdivision: 
Schools;  medical  facilities  (hospitals,  doc¬ 
tors,  dentists) ;  shopping  facilities.  List  avail¬ 
ability  of  public  transportation  to,  and  dis¬ 
tance  of  facility  from  geographical  center 
of  subdivision. 

If  facility  Is  proposed  or  partly  completed, 
state  promised  completion  date  and  any  pro¬ 
visions  to  Insure  completion. 

14.  Approximately  how  many  homes  were 

occupied  as  of _  (insert  date  of 

filing)  ? 

15.  State  elevation  of  the  highest  and  low¬ 
est  lots  In  the  subdivision  and  briefiy  describe 
topography  and  physical  characteristics  of 
the  property. 

16.  Will  any  subsurface  Improvement,  or 
special  foundation  work  be  necessary  to  con¬ 
struct  one  story  residential  or  commercial 
structures  on  the  land?  Yes  or  No?  If  yes, 
state  If  any  provision  has  been  made  and 
estimate  any  costs  buyer  would  Incur. 

17.  Are  all  lots  and  common  facilities  le¬ 
gally  accessible  by  public  road  or  street?  Yes 
or  No?  If  not,  explain. 

18.  Has  land  In  the  subdivision  been 
platted  of  record?  Yes  or  No?  If  not,  has  it 
been  surveyed?  Yes  or  No?  If  not,  state  es¬ 
timated  cost  to  buyer  to  obtain  a  survey. 

19.  Are  lots  staked  or  marked  so  that  buyer 
can  locate  his  lot(s)  ?  Yes  or  No? 

Lease  Addendum 

1.  State  term  of  lease. 

2.  Will  the  lease  be  recordable?  Yes  or  No? 

3.  Is  there  any  prohibition  or  penalty 
against  the  lessee  for  recording  the  lease? 
Yes  or  No?  If  yes,  explain. 

4.  Can  the  owner’s  or  developer’s  creditors 
or  others  acquire  title  to  the  property  free 
of  any  obligation  to  continue  the  lease?  Yes 
or  No?  Explain. 

6.  Describe  whether  rental  payments  are 
fiat  sums  or  graduated.  Describe  any  pro¬ 
visions  for  Increase  of  rental  payments  dur¬ 
ing  the  term  of  the  lease. 

6.  Are  there  any  provisions  In  lease  pro¬ 
hibiting  assignment  and/or  subletting?  Yes 
or  No?  If  yes,  describe. 

7.  Summarize  termination  provisions  In  the 
lease. 

8.  Does  the  lease  prohibit  the  lessee  from 
mortgaging  or  otherwise  encumbering  the 
leasehold?  Yes  or  No? 

9.  Will  lessee  be  permitted  to  remove  Im¬ 
provement  when  lease  expires? 

§  1710.115  Slate  property  report  dis¬ 
claimer. 

If  the  developer  is  filing  with  the  OfiBce 
of  Interstate  Land  Sales  Registration, 
Department  of  Housing  and  Urban  De¬ 
velopment,  pursuant  to  S  1710.25,  the  fol¬ 
lowing  statement  must  be  delivered  to 


each  purchaser  simultaneously  with  the 
delivery  of  the  State  property  report: 
State  Pbopehtt  Repoet  Disclaimer 

NOTICE  AND  DISCLAIMER  BT  OFFTCE  OF  INTER- 

STATE  LAND  SALES  REGISTRATION,  UA.  DEPART¬ 
MENT  or  HOUSING  AND  URBAN  DEVELOPMENT 

This  report  Is  not  a  recommendation  or 
endorsement  of  the  offerings  herein  by  the 
Office  of  Interstate  Land  Sales  Registration, 
nor  has  that  Office  made  an  Inspection  of 
the  property  nor  passed  upon  the  accuracy 
or  adequacy  of  this  report  or  of  any  pro¬ 
motional  or  advertising  materials  used  by  the 
seller.  Information  contained  herein  has  been 

filed  with  the  State  of _ and  the 

Office  of  Interstate  Land  Sales  Registration. 

It  Is  In  the  Interest  of  the  buyer  to  inspect 
the  lot  and  to  read  all  contract  documents 
before  signing  the  contract  to  purchase  or 
lease. 

Prospective  buyers  and  lessees  are  notified 
that  unless  they  have  received  this  property 
report  prior  to,  or  at  the  same  time  they 
enter  Into  a  contract,  they  may  void  the 
contract  by  notice  to  the  seller. 

Unless  a  buyer  cv  lessee  acknowledges  In 
writing  that  he  has  read  the  report  and  per¬ 
sonally  Inspected  the  lot  prior  to  signing  his 
contract,  he  may  revoke  his  contract  within 
48  hours  from  signing  his  contract  if  he  has 
received  the  property  report  less  than  48 
hours  prior  to  signing  such  contract. 

Although  a  statement  of  record  has  been 
filed  with  the  Office  of  Interstate  Land  Sales 
Registration,  the  filing  has  not  been  examined 
or  verified. 

§  1710.120  Statement  of  record — State 
filing. 

If  the  developer  is  filing  pursuant  to 
S  1710.25,  there  shall  be  filed  with  the 
OfiQce  of  Interstate  Land  Sales  Registra¬ 
tion,  Department  of  Housing  and  Urban 
Development,  a  statement  as  follows: 

Section  I.  State  Filings — The  following 
Information  shall  preface  the  State  statement 
of  record  or  similar  Instrument  and  shall  be 
done  In  accordance  with  the  general  Instruc¬ 
tions  set  forth  In  {  1710.105  for  Part  I,  Ad¬ 
ministrative  Information,  and  Part  III, 
Identity  of  Interest  In  More  than  one  Filing, 
and  shall  be  set  forth  In  the  following  format. 
Statements  of  record  shall  be  filed  In  dupli¬ 
cate  and  at  least  one  copy  shall  be  signed. 

Employer’s  IRS  number _ 

Developer: _ 

Owner: _ 

Statement  of  Record 

Name  of  subdivision; _ 

Location:  _ 

State  of  filing: _ 

Name  of  developer: _ 

Developer’s  address: _ 

Authorized  agent: _ 

Authorized  agent’s  address: _ 

ADMINISTRATIVE  INTORMATTON 

A.  Identification  and  filing  Information: 

1. . 

2. . 

3. . 

B.  General  Information: 

1. _ _ _ 

2.  . 

3.  . . 

4.  . . . 

6. . 

6.  Acres  owned _ 

Acres  under  option  or  other 

arrangement  _ _ _ _ _ 

Total _ _ _ _ _ 

C.  Filings  with  State  authorities: 

1 _ _ _ 

2. . 
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ioenutt  of  interest  in  more  than  one 

FILING 

Subdivision _ 

Location  _ 

OILSR  number _ 

Date  of  filing _ _ 

Sec.  II.  A.  Submit  all  of  the  information, 
documentation,  and  certifications  or  affirma¬ 
tions  submitted  to  the  State. 

B.  If  the  State  does  not  require  the  In¬ 
formation  and  documentation  required  In 
Part  n,  C.  of  S  1710.106,  submit  such  In¬ 
formation  and  documentation. 

C.  The  contract  of  sale  or  lease  which 
will  be  executed  by  prospective  purchasers 
or  lessees  must  contain  language  (a)  giving 
the  purchaser  the  option  to  void  the  contract 
or  agreement  If  he  does  not  receive  a  property 
report  prepared  pursuant  to  the  rules  and 
regulations  of  the  Office  of  Interstate  Land 
Sales  Registration,  U.S.  Department  of  Hous¬ 
ing  and  Urban  Development,  In  advance  of, 
or  at  the  time  of,  his  signing  the  contract  or 
agreement,  and  (b)  giving  the  purchaser  the 
right  to  revoke  the  contract  or  agreement 
within  48  hours  after  signing  the  contract  or 
agreement  If  he  did  not  receive  the  property 
report  at  least  48  hours  before  signing  the 
contract  or  agreement.  (The  contract  or 
agreement  may  stipulate  that  the  revocation 
authority  shall  not  apply  In  the  case  of  a 
purchaser  who  (1)  has  received  the  property 
report  and  Inspected  the  lot  to  be  purchased 
or  leased  In  advance  of  signing  the  contract 
or  agreement,  and  (2)  acknowledges  by  his 
signature  that  he  has  made  such  Inspection 
and  has  read  and  understood  such  report.) 

D.  Consolidation — Incorporation  by  Refer¬ 
ence:  If  a  filing  Is  for  an  offering  of  lots 
to  be  sold  pursuant  to  a  common  promo¬ 
tional  plan  and  there  has  been  an  earlier 
filing  with  the  OILSR  for  lots  offered  under 
the  same  promotional  plan,  the  developer 
may  Incorporate  by  reference  the  Informa¬ 
tion  Included  In  the  earlier  filing  by  Identi¬ 
fying  the  earlier  filing  by  OILSR  filing 
number  and  reference  to  the  appropriate 
sections,  parts  or  pages  thereof.  This  may 
be  done  for  the  purpose  of  meeting  the 
requirements  of  the  rules  and  regulations 
although  the  State  law  does  not  permit  such 
consolidation. 

The  material  Incorporated  by  reference 
must  be  an  exact  copy  of  all  material  filed 
with  the  State. 

Sec.  hi.  Affirmation.  I  hereby  affirm  that 
I  am  the  developer  of  the  lots  herein  de¬ 
scribed  or  will  be  the  developer  at  the  time 
lots  are  offered  for  sale  or  lease  to  the  pub¬ 
lic,  or  that  I  am  the  agent  authorized  by 
such  developer  to  complete  this  statement 
(If  agent,  submit  written  authorization  to 
act  as  agent): 

That  the  statements  contained  In  this 
statement  of  record  and  any  supplement 
thereto,  together  with  any  documents  sub¬ 
mitted  herewith,  are  full,  true,  complete 
and  correct; 

That  I  have  complied  with  the  land  de¬ 
velopment  and  disclosure  requirements  of 
the  State  of _  (state  of  filing) : 

That  the  material  submitted  Is  a  true  and 
accurate  copy  of  the  material  filed  with  the 
State  of _ ;  and 

That  the  fees  accompanying  this  appli¬ 
cation  are  In  the  amount  required  by  the 
rules  and  regulations  of  the  Office  of  Inter¬ 
state  Land  Sales  Registration. 


(Date)  (Signature) 


(Corporate  seal  (Title) 

if  applicable) 

Warning:  Section  1418  of  the  Housing 
and  Urban  Development  Act  of  1068  (Title 
XIV  of  Public  Law  90-448,  82  Stat.  690,  en¬ 
acted  on  Aug.  1,  1968)  provides:  "Any  per¬ 


son  who  willfully  violates  any  of  the  pro¬ 
visions  of  this  title  or  of  the  rules  and 
regulations  or  any  person  who  willfully.  In 
a  statement  of  record  filed  under,  or  In 
a  property  report  Issued  pursuant  to,  this 
title,  makes  any  untrue  statement  of  a  ma¬ 
terial  fact  or  omits  to  state  any  material 
fact  •  •  •  shall  upon  conviction  be  fined 
not  more  than  $6,000  or  imprisoned  not 
more  than  five  years,  or  both.” 

§  1710.123  Partial  statement  of  rec¬ 
ord — request  for  exemption. 

Requests  for  an  exemption  advisory 
opinion,  pursuant  to  §  1710.15(b)  shaU 
be  prepared  In  accordance  with  the  fol¬ 
lowing  Instructions: 

Instructions  for  Completion  of  Partial 

Statement  op  Record — Request  for  Ex¬ 
emption 

The  developer  may  file  Part  I,  Adminis¬ 
trative  Information,  in  the  form  set  forth 
In  §  1710.106  and  the  affirmation  and  agree¬ 
ment  as  set  forth  below  as  a  partial  state¬ 
ment  of  record. 

The  filing  of  this  Information  does  not  pre¬ 
clude  a  developer  from  filing  a  complete 
statement  of  record.  If  the  developer  files  the 
material  necessary  to  complete  the  state¬ 
ment  of  record,  the  date  of  filing  shall  be 
the  date  the  complete  statement  of  record 
Is  received  by  the  Secretary. 

Affirmation  and  Agreement 

I  hereby  affirm  that  I  am  the  developer  of 
the  lots  herein  described  or  will  be  the  devel¬ 
oper  at  the  time  the  lots  are  offered  for  sale 
or  lease  to  the  public,  or  that  I  am  the  agent 
authorized  by  such  developer  to  complete 
this  statement  (If  agent,  submit  written  au¬ 
thorization  to  act  as  agent) ; 

That  the  statements  contained  In  this 
partial  statement  of  record  and  any  supple¬ 
ment  thereto,  together  with  any  documents 
submitted  are  full,  true,  complete,  and 
correct: 

That  the  fee  accompanying  this  applica¬ 
tion  are  in  the  amount  required  by  the  reg¬ 
ulations  of  the  Office  of  Interstate  Land  Sales 
Registration; 

That  I  agree  that  this  filing  Is  a  partial 
statement  of  record  and  that  the  receipt  of 
this  filing  by  the  Secretary  shall  not  be  the 
date  of  filing  of  a  statement  of  record  for 
the  purpose  of  determining  the  effective  date 
thereof;  and 

That  If  the  Secretary  advises  that  the  of¬ 
fering  Is  not  exempt,  I  agree  to  file  the  re¬ 
maining  portions  of  the  statement  of  record 
as  set  forth  in  {  1710.106  of  these  rules  and 
regulations  prior  to  any  offering  and  that 
the  date  of  the  receipt  of  the  complete  state¬ 
ment  of  record  by  the  Secretary  shall  be  the 
date  of  filing  for  the  purpose  of  determining 
the  effective  date  of  the  statement  of 
record. 


(Date)  (Signature) 


(Corporate  seal  (Title) 

if  applicable) 

Warning:  Section  1418  of  the  Housing  and 
Urban  Development  Act  of  1968  (Title  XIV 
of  Public  Law  90-448,  82  Stat.  690,  enacted 
on  Aug.  1,  1968)  provides:  “Any  person  who 
willfully  violates  any  of  the  provisions  of 
this  title  or  of  the  rules  and  regulations  or 
any  person  who  willfully.  In  a  statement  of 
record  filed  under,  or  In  a  property  report 
Issued  pursuant  to,  this  title,  makes  any 
untrue  statement  of  a  material  fact  or  omlta 
to  state  any  material  fact  *  *  *.  shall  upon 
conviction  be  fined  not  more  than  $6,000  or 
Imprisoned  not  more  than  6  years,  or  both.” 


Chapter  X — Federal  Insurance 
Administration 

Subchapter  A— National  Insurance  Development 
Program 

Part 

1905  Statewide  “FAIR”  Plans. 

1906  Standard  reinsurance  contract. 

1907  State  reimbursement  requirement. 

Subchapter  B — National  Flood  Insurance  Program 

1909  General  provisions. 

1910  Criteria  for  land  management  and 

use. 

1911  Insurance  coverage  and  rates. 

1912  Sale  of  insurance  and  adjustment 

of  claims. 

1913  Exemption  from  denial  of  Federal 

disaster  benefits. 

1914  Areas  eligible  for  the  sale  of  in¬ 

surance. 

1915  Identification  of  special  hazard 

areas. 

Subchapter  C — Federal  Crime  Insurance  Program 

1930  Description  of  program  and  offer 

to  agents. 

1931  Purchase  of  insurance  and  adjust¬ 

ment  of  claims. 

1932  Protective  device  requirements. 

1933  Coverages,  rates,  and  prescribed 

policy  forms. 

1934  Classification  of  territories, 

SUBCHAPTER  A — NATIONAL  INSURANCE 
DEVELOPMENT  PROGRAM 

PART  1905— STATEWIDE  “FAIR” 
PLANS 

Sec. 

1906.1  Definitions. 

1906.2  Composition  and  supervision  of 

FAIR  Plan. 

1906.3  Coverage  and  operation  of  the 

Plan. 

1905.4  Insurer  participation  and  placement 

program. 

1905.5  Inspections  and  applications  for  In¬ 

surance. 

1905.6  Deemer  or  binder  requirement. 

1905.7  Placement  action  after  Inspection 

rep>ort. 

1905.8  Prohibition  of  unnecessary  reln- 

sjiections. 

1905.9  Notice  of  cancellation  or  nonre¬ 

newal. 

1905.10  Impartial  selection  of  adjusters. 

1906.11  Coding  and  reports  under  the  Plan. 

1905.12  Inapplicability  and  waiver  of  regu¬ 

lations. 

Authority:  The  provisions  of  this  Part 
1905  Issued  under  sec.  7(d),  79  Stat.  670: 
42  U.S.C.  3535(d);  sec.  1103,  82  Stat.  566: 
12U.S.C.  1749bbl>-17. 

§  1905.1  Definitions. 

As  used  in  this  part — 

(a)  “Act”  means  the  Urban  Property 
Protection  and  Reinsurance  Act  of  1968, 
codified  as  title  XII  of  the  National 
Housing  Act  (12  UJ3.C.  1749bbb— 1749 
bbb-21),  which  authorized  the  program. 
Section  references  are  to  the  National 
Housing  Act: 

(b)  “Administrator”  means  the  Fed¬ 
eral  Insurance  Administrator  within  the 
Department  of  Housing  and  Urban  De¬ 
velopment,  to  whom  the  Secretary  has 
delegated  the  administration  of  the  pro¬ 
gram  (34  F.R.  2680,  Feb.  27,  1969) ; 
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(c)  “Applicant”  means  any  property 
owner,  or  his  authorized  representative, 
who  duly  requests  essential  property  in¬ 
surance  for  a  risk  eligible  imder  a  FAIR 
Plan; 

(d)  “Binder”  means  a  temporary  and 
preliminary  contract  of  insurance  to  pro¬ 
tect  owner  against  loss  from  the  occur¬ 
rence  of  an  insurable  event  before  a 
policy  is  issued; 

(e)  “Deemer  provision”  means  a  pro¬ 
vision  in  a  Plan  whereby  Interim  cover¬ 
age  for  an  eligible  risk  is  deemed 
automatically  to  attach  upon  the  ex¬ 
piration  of  a  specified  period  of  time 
after  an  application  for  inspection  and 
insiu-ance; 

(f )  “Eligible  property,”  “eligible  risk," 
or  “risk  eligible  imder  the  Plan”  means 
any  real  property,  personal  property,  or 
mixed  real  and  personal  property,  po¬ 
tentially  insurable  under  one  or  more 
lines  of  essential  property  insurance, 
subject  to  an  inspection  to  ascertain 
insurability  and  applicable  premium 
rates; 

(g)  “Environmental  hazard”  means 
any  hazardous  condition  that  might  give 
rise  to  loss  under  an  insurance  contract, 
but  which  is  beyond  the  control  of  the 
property  owner  or  tenant; 

(h)  “Essential  property  insurance" 
means  insurance  against  direct  loss  to 
property  as  defined  and  limited  in  stand¬ 
ard  fire  policies  and  extended  coverage 
endorsement  thereon,  as  approved  by  the 
State  insurance  authority,  and  insurance 
against  the  perils  of  vandalism  and  ma¬ 
licious  mischief.  Such  insurance  shall  not 
include  automobile  insurance  and  shall 
not  include  insurance  on  such  type  of 
manufacturing  risks  as  may  be  excluded 
by  the  State  insurance  authority; 

(i)  "FAIR  Plan”  or  “Plan”  means  a 
statewide  Plan  to  assure  “fair  access  to 
Insurance  requirements”  that  is  approved 
by  the  Administrator  as  meeting  the  cri¬ 
teria  of  Part  A  of  the  Act.  including  such 
modifications  thereof  as  the  Adminis¬ 
trator  may  promulgate  from  time  to  time 
under  this  part  in  accordance  with  sub¬ 
section  1214(b)  of  the  Act  (12  U.S.C. 
1749bbb-6(b)) ; 

(j)  “Inspection  facility,”  with  respect 
to  any  State,  means  any  rating  bureau 
or  other  person  duly  authorized  and  des¬ 
ignated  to  perform  inspections  under  a 
Plan; 

(k)  “Insurer”  includes  any  property 
Insurance  company,  or  group  of  com¬ 
panies  under  common  ownership  or  com¬ 
mon  management,  authorized  to  engage 
in  the  insurance  busj^ess  under  the  laws 
of  at  least  one  State; 

(l)  “Participating  insurer”  means  any 
insurer  eligible  for  membership  in  a  Plan 
and  fully  participating  in  that  Plan.  The 
term  shall  not  include  any  insurer  in  any 
State  in  any  year  in  which  such  insurer 
does  not  participate  in  the  Plan  on  a 
risk-bearing  or  potentially  risk-bearing 
basis; 

(m)  “Person”  includes  any  individual, 
group  of  individuals,  corporation,  part¬ 
nership,  association,  or  any  other  orga¬ 
nized  group  of  persons; 

(n)  “Placement  facility”  means  the 
facility  established  under  a  Plan  to  place 


or  provide  essential  property  insurance 
to  persons  making  application  for  one  or 
more  lines  of  such  insurance  under  the 
Plan; 

(o)  “Pool”  means  any  pool  or  associa¬ 
tion  of  insurance  companies  in  any  State 
that  is  formed,  associated,  or  otherwise 
created  for  the  purposes  of  sharing  risks 
and  of  making  property  insurance  more 
readily  available; 

(p)  “Property  owner”  or  “owner,”  with 
respect  to  any  real  property,  personal 
property,  or  mixed  real  and  personal 
property,  means  any  person  having  an 
insurable  interest  in  such  property; 

(q)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development; 

(r)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  the  territories  and 
possessions,  and  the  Trust  Territory  of 
the  Pacific  Islands; 

(s)  “State  insurance  authority”  means 
the  person  having  legal  responsibility  for 
regulating  the  business  of  insurance 
within  a  State; 

(t)  “Surcharge”  means  (1)  any  con¬ 
dition  charge,  and  (2)  any  general  or 
other  charge  added  to  the  basic  insur¬ 
ance  rates  or  premium  ordinarily  appli¬ 
cable  to  the  same  class  of  property;  but 
does  not  include  specific  rates  that  apply 
to  all  property  in  a  Plan  on  the  basis  of 
actual  self-rating  experience; 

(u)  “Urban  area"  includes  any  mu¬ 
nicipality  or  other  political  subdivision  of 
a  State,  subject  to  population  or  other 
limitations  defined  in  rules  and  regula¬ 
tions  of  the  Secretary,  c*nd  such  addi¬ 
tional  areas  as  may  be  designated  by  the 
State  insurance  authority;  and 

(v)  “Year”  means  a  calendar  year; 
fiscal  year  of  a  company,  association,  or 
pool;  reinsurance  contract  year;  or  such 
other  period  of  12  months  as  may  be 
designated  by  the  Administrator. 

§  1905.2  Conipusilion  and  supervision 
of  FAIR  Plan. 

(a)  The  Administrator  will  periodi¬ 
cally  review  esuih  State’s  FAIR  Plan  in  its 
entirety  for  conformity  to  statutory  cri¬ 
teria  (12  U.S.C.  1749bbb-3— 1749bbb-6) 
and  this  part.  Although  the  number  and 
location  of  the  required  elements  in  a 
Plan  will  vary  according  to  the  particular 
method  and  procedures  used  by  the  State, 
the  required  documentation  comprising 
each  Plan  could  include  any  or  all  of  the 
following,  as  relevant: 

( 1 )  The  State  law,  where  one  has  been 
enacted; 

(2)  The  industry  agreement  or  pro¬ 
gram,  if  any; 

(3)  The  approval  action  by  the  State 
insurance  authority  with  respect  to  the 
industry  agreement  or  program,  or  by 
court  order  or  other  approval  authority, 
if  applicable ;  and 

(4)  Implementing  rules,  regulations, 
and  orders,  together  with  operating  pro¬ 
cedures  and  forms. 

(b)  The  Plan  shaD  include  a  certifica¬ 
tion  by  che  State  insurance  authority  of 
the  date  on  which  the  Plan  was  placed 
in  effect  and  on  which  any  amendments 
to  the  Plan  are  effective. 

(c)  The  Plan  shall  evidence  that  it  has 
been  approved  by,  and  is  to  be  adminis¬ 


tered  under  the  supervision  of,  the  State 
insurance  authority. 

(d)  The  Plan  shall  provide  for  a  con¬ 
tinuing  public  education  program  by  par¬ 
ticipating  insurers,  agents,  and  brokers. 
In  order  to  assure  that  the  Plan  receives 
adequate  public  attention.  For  example, 
a  brochure  or  other  publication  should 
be  made  widely  available  for  distribution 
through  all  agents,  brokers,  and  other 
producers.  All  participating  insurers, 
agents,  xnd  brokers  should  include  such 
a  publication  with  each  notice  of  cancel¬ 
lation  or  nonrenewal  in  order  to  provide 
policyholders  with  the  required  informa¬ 
tion  concerning  the  placement  of  insur¬ 
ance  under  the  Plan. 

§  1905.3  Coverage  and  operation  of  the 
Plan. 

(a)  At  a  minimum,  the  Plan  shall  pro¬ 
vide  for  insurance  against  direct  loss  to 
property  as  defined  and  limited  in  stand¬ 
ard  fire  policies  and  in  (1)  extended  cov¬ 
erage,  and  (2)  vandalism  and  malicious 
mischief  endorsements  thereon,  as  ap¬ 
proved  by  the  State  insurance  authority. 
It  shall  not  include  automobile  insurance 
nor  such  types  of  manufacturing  risks 
as  may  be  excluded  by  the  State  insur¬ 
ance  authority.  The  Plan  shall  specifically 
provide  for  insurance  against  direct  loss 
to  property  that  is  being  constructed  or 
rehabilitated  (including  builder’s  risk 
coverage) .  To  avoid  the  need  for  amend¬ 
ment  to  the  Plan  and  delays  in  securing 
new  approval  action,  the  Plan  should 
provide  for  the  inclusion  of  such  addi¬ 
tional  lines  of  property  insurance  as  from 
time  to  time  may  be  designated  essential 
by  the  Administrator  pursuant  to  section 
1203(a)  (2)  of  the  Act,  12  U.S.C.  1749bbb- 
2(a)(2). 

(b)  The  Plan  shall  specify  its  geo¬ 
graphic  area  of  coverage.  If  the  entire 
State  is  not  designated  as  the  area  of 
coverage,  the  Plan  must  specify — by 
name,  by  population  size,  or  by  class — 
the  political  subdivisions  and  other  areas 
eligible  under  the  Plan.  The  area  of  cov¬ 
erage  may  not  be  limited  to  communities 
that  have  a  blighted  or  deteriorating  area 
or  an  area  approved  by  the  Secretary  for 
an  urban  renewal  project. 

(c)  Each  State  insurance  authority 
under  whose  jurisdiction  a  Plan  has  been 
put  into  operation  shall  keep  the  Ad¬ 
ministrator  fully  and  currently  informed 
of  any  modifications  or  changes  in  the 
organization  or  operation  of  the  Plan  in 
his  State,  whether  or  not  such  changes 
directly  affect  the  availability  of  cover¬ 
age  under  the  Plan. 

§  1905.4  Insurer  participation  and  place* 
ment  program. 

(a)  The  Plan’s  placement  program 
may  take  any  of  a  variety  of  forms;  for 
example,  it  may  involve  a  syndicated  or 
direct  writing  pool,  an  assigned  risk 
facility,  a  reinsurance  pool  or  associa¬ 
tion,  or  combinations  of  the  foregoing. 

(b)  The  Plan  shall  not  discriminate 
against,  shall  provide  for  full  coopera¬ 
tion  with,  and  shall  seek  cooperation 
from  all  agents  and  brokers  licensed  to 
write  property  lines  in  the  State.  The 
inclusion  of  agents  and  brokers  on  FAIR 
Plan  governing  boards  is  encouraged. 
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(c)  Tfte  Plan  shall  include  one  or  more 
all-industry  placement  facilities,  doing 
business  with  every  insurer  participating 
in  the  Plan,  to  perform  the  following 
functions  for  properties  meeting  reason¬ 
able  underwriting  standards: 

(1)  Upon  request  by  or  on  behalf  of 
a  property  owner  requesting  an  inspec¬ 
tion  imder  the  Plan,  distribute  the  place¬ 
ment  or  risks  equitably  among  the  in¬ 
surers  with  which  it  does  business;  and 

(2)  Place  insurance  up  to  the  full  in¬ 
surable  value  of  the  risk  to  be  Insured 
with  one  or  more  insurers  with  which  it 
is  doing  business,  except  to  the  extent 
that  deductibles,  percentage  participa¬ 
tion  clauses,  and  other  imderwriting  de¬ 
vices  are  employed  to  meet  special  prob¬ 
lems  of  insurability.  In  the  case  of  very 
large  risks  not  accommodated  by  the 
Plan  (e.g.,  those  whose  full  insurable 
value  exceeds  $1,500,000),  the  Plan  shall 
provide  that  the  placement  facility  shall 
assist  in  seeking  to  place  the  excess 
portion. 

(d)  As  soon  after  May  1  of  each  year 
as  practicable,  each  State  insurance  au¬ 
thority  under  whose  Jurisdiction  a  Plan 
has  been  put  into  operation  shall  notify 
the  Administrator  of  the  names  of  all 
insurers  that  are  fully  participating  (on 
a  risk-bearing  basis)  in  the  FAIR  Plan 
of  such  State  on  that  date  in  accordance 
with  the  conditions  of  the  Standard  Re¬ 
insurance  Contract  in  effect  at  that  time. 
For  a  Plan  in  which  participation  by  in¬ 
surers  is  voluntary,  the  notification  shall 
include  an  estimate  by  the  authority  of 
the  aggregate  premium  volume  of  essen¬ 
tial  property  insurance  written  by  par¬ 
ticipating  insurers  in  relation  to  the  total 
premiiun  volume  in  such  lines  written  by 
all  property  insurers  in  the  State. 

(e)  Federal  riot  reinsurance  will  be 
offered  only  to  those  insurers  that  (1) 
have  direct  writings  in  one  or  more  lines 
of  essential  property  insurance  and  (2) 
are  actually  or  potentially  risk-bearing 
members  of  any  pool  organized  under  the 
Plan,  as  certified  by  the  State  insurance 
authority. 

§  1905.5  Inspections  and  applications  for 
insurance. 

(a)  The  Plan  shall  designate  one  or 
more  inspection  facilities,  which  may  also 
operate  as  placement  facilities  if 
desirable. 

(b)  The  Plan  shall  make  its  inspection 
and  placement  facilities  readily  available 
and  accessible  to  the  general  public  by 
providing  a  central  source  of  information 
on  the  services  it  provides  and  on 
the  manner  of  application.  To  assure  the 
public’s  access  to  such  information,  the 
telephone  information  number  of  the 
Plan  shall  be  listed  alphabetically  as 
“FAIR  Plan”  (1)  in  the  white  sections 
and  (2)  under  “Insurance”  in  the  classi¬ 
fied  sections  of  the  telephone  directories 
of  each  city  where  these  facilities  main¬ 
tain  an  office. 

(c)  The  Plan  shall  require  that  there 
will  be  an  inspection  of  any  eligible  risk 
that  is  submitted  to  a  placement  facility 
or  to  a  servicing  insurer  if  such  facility 
or  insurer  is  unwilling  to  write  coverage 
at  regular  rates.  The  Plan  may  not  re¬ 
quire  as  a  precondition  for  obtaining  an 


inspection  that  the  property  owner  make 
a  showing  or  certification  that  he  has 
been  tmable  to  obtain  insurance  in  the 
regular  market. 

(d)  The  Plan  shall  provide  that  in¬ 
spections  may  be  requested  by  the 
property  owner  or  his  authorized  rep¬ 
resentative,  the  insurer,  or  the  insurance 
agent,  broker,  or  other  producer.  The 
Plan  shall  also  provide  that  the  request 
for  an  inspection  need  not  be  in  writing, 
although  it  can  provide  for  the  transcrib¬ 
ing  of  the  pertinent  information  on  a 
form. 

(e)  An  inspection  imder  the  Plan  shall 
be  without  cost  to  the  property  owner. 
Payment  of  a  deposit  premium  may  not 
be  required  as  a  precondition  to  inspec¬ 
tion.  However,  the  Plan  m.\y  allow  a 
property  owner,  at  his  option,  to  pay  a 
deposit  or  prov.\sional  premium  at  the 
time  of  application,  rather  than  at  the 
time  insurance  under  a  deemer  or  binder 
provision  becomes  effective. 

(f)  The  Plan  may  not  require  the 
presence  of  the  owner  of  the  building 
for  a  tenant  to  obtain  an  inspection, 
but  the  inspection  facility  must  be  pro¬ 
vided  access  to  the  relevant  portions  of 
the  building  in  which  the  property  to  be 
insured  is  located. 

§  1905.6  Deemer  or  binder  requirement. 

(a)  Each  Plan  shall  contain  either  a 
deemer  or  a  binder  provision  in  order  to 
prevent  lapses  of  insurance  coverage  for 
risks  eligible  under  the  Plan  before  cov¬ 
erage  has  been  provided  or  declined  un¬ 
der  the  Plan.  A  Plan  may  contain  both 
a  deemer  and  a  binder  provision. 

(b)  Plans  adopting  a  deemer  provi¬ 
sion  shall  provide  that  eligible  risks  are 
automatically  deemed  insured  if,  (1) 
through  no  fault  of  the  applicant,  cov¬ 
erage  has  not  been  either  offered  or 
denied  within  20  calendar  days  after  the 
date  the  request  for  inspection  was  re¬ 
ceived,  and  (2)  the  applicant,  at  the 
time  of  requesting  the  inspection  or  at 
any  time  prior  to  the  receipt  of  an  in¬ 
spection  report  indicating  that  the  prop¬ 
erty  is  uninsurable,  pays  either  the  esti¬ 
mated  annual  premium  or  the  portion 
thereof  that  is  appropriate  for  the 
period  of  time  for  which  the  coverage  is 
provided.  The  period  of  coverage  pro¬ 
vided  under  any  such  deemer  provision 
shall  not  be  less  than  the  time  required 
to  complete  the  inspection  and  to  process 
fully  in  the  ordinary  course  of  business 
any  related  application  for  insurance  of 
the  property  submitted  either  directly  to 
the  placement  facility  or  first  to  a  desig¬ 
nated  insurer  and  thereafter  to  the  place¬ 
ment  facility  if  necessary. 

(c)  Plans  adopting  a  binder  provision 
shall  provide  that  an  applicant  may 
apply  for  and  obtain  temporary  coverage 
for  a  risk  eligible  under  the  Plan  upon 
payment  of  a  provisional  premium  at  the 
time  of  requesting  the  inspection.  The 
Plan,  at  its  option,  may  also  provide  that 
coverage  imder  the  binder  shall  be  ex¬ 
tended  for  a  sufficient  period  of  time, 
after  receipt  of  an  unfavorable  inspec¬ 
tion  report,  to  enable  the  applicant  to 
bring  the  property  up  to  insurable  stand¬ 
ards,  but  during  the  period  of  such 


rehabilitation  reasonable  condition  sur¬ 
charges  may  be  added  to  the  normal 
premium  rates  otherwise  applicable  to 
such  property. 

(d)  Coverage  provided  under  the 
deemer  or  binder  provisions  of  the  Plan 
shall  be  at  the  normal  rates  for  the  class 
of  property  to  be  insured,  exclusive  of 
any  surcharge,  but  shall  be  subject  to  an 
appropriate  premium  adjustment,  if 
n^  essary,  after  the  property  has  been 
inspected. 

(e)  It  is  expected  that  no  policyholder 
will  be  without  coverage  following  a  can¬ 
cellation  or  nonrenewal  under  the  Plan 
or  otherwise,  due  solely  to  delays  in  in¬ 
specting  and  placing  the  risk  under  the 
Plan,  and  the  Plan  shall  set  forth  the 
manner  in  which  the  objective  of  maxi¬ 
mum  possible  continuity  of  coverage  is 
to  be  accomplished.  Binding  coverage 
immediately,  subject  to  inspection,  would 
accomplish  this  and  is  encouraged. 

§  1905.7  Placement  action  after  inspec¬ 
tion  report. 

(a)  The  placement  facility  or  insurer 
to  which  e  risk  is  referred  ’~y  the  inspec¬ 
tion  facility  shall  complete  an  action  re¬ 
port  and  promptly  notify  the  applicant 
of  the  folio  ./ing: 

(1)  The  amount  of  coverage  that  it 
agrees  to  write;  and,  if  the  coverage  is 
with  a  surcharge,  the  amour.t  of  such 
surcharges  and  the  improvements  needed 
for  coverage  at  a  lower  surcharged  rate 
and  at  an  unsurcharged  rate; 

(2)  The  amount  of  coverage  it  agrees 
to  write  if  specified  improvements  are 
made;  jT 

(3)  That  it  declines  to  write  the  cover¬ 
age  because  the  property  does  not  meet 
reasonable  underwriting  standards,  in 
which  case  it  will  also  state  the  specific 
information  from  the  inspection  report 
and  other  sources  that  constitutes  the 
basi  for  this  determination. 

(b)  "^o  surcharge  shall  be  made  on 
any  risk  unless  it  is  based  upon  an  ap¬ 
propriate,  objective,  and  identifiable 
physical  condition  of  the  prope.  ty,  as  dis¬ 
closed  by  an  in<'''cction  and  specified  in 
an  inspection  report,  and  no  surcharge 
shall  be  made  on  the  basis  of  environ¬ 
mental  hazards. 

(c)  Reasonable  underwriting  stand¬ 
ards  for  declination  of  risks  must  be 
relevant  to  the  perils  against  which  in¬ 
surance  is  sought.  For  example,  they  may 
include; 

(1)  Physical  condition  of  the  prop¬ 
erty;  however,  the  mere  fact  that  a 
property  does  not  satisfy  all  current 
building  code  specifications  would  not, 
in  itself,  suffice; 

(2)  liie  property’s  present  use,  such 
as  extended  vacancy  (other  than  for  re¬ 
habilitation  purposes)  or  the  improper 
storage  of  flammable  materials;  or 

(3)  Other  specific  characteristics  of 
ownership,  condition,  occupancy,  or 
maintenance  that  are  violative  of  law  or 
public  policy  and  that  result  in  a  sub¬ 
stantially  increased  exposure  to  loss. 

(d)  In  the  event  that  a  risk  is  de¬ 
clined  on  the  basis  that  it  does  not  meet 
reasonable  underwriting  standards,  or 
that  the  coverage  will  be  written  on  con¬ 
dition  that  the  property  be  Improved,  the 
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insurer  or  placement  facility  shall 
promptly  send  copies  of  the  inspection 
and  action  reports  to  the  applicant,  ad¬ 
vising  him  of  the  appeal  procedures 
available,  including  rights  of  appeal  to 
the  State  insurance  authority  under  ap¬ 
plicable  State  law.  Appeal  procedures 
within  t:  .  Plan  shall  provide  for  prompt 
handling. 

§  1905.8  Proliihilion  of  unnecessary  re- 
iiispcctions. 

In  order  to  avoid  unduly  increasing  the 
costs  of  the  program,  no  Plan  shall  re¬ 
quire  the  annual  or  routine  reinspection 
of  eligible  risks  for  which  coverage  has 
been  previously  obtained  under  the  Plan. 
Once  an  eligible  risk  has  been  inspected 
and  found  insurable,  the  Plan  may  re¬ 
quire  its  reinspection  only  (a)  upon  re¬ 
quest  of  the  property  owner,  (b)  on  a 
limited  basis  for  statistical  purposes,  (c) 
upon  change  In  type  of  occupancy,  (d) 
upon  a  reasonable  periodic  schedule  of 
not  more  often  than  once  every  3  years, 
or  (e)  for  cause,  upon  information  or 
well-founded  belief  that  the  occupancy 
hazards  or  physical  condition  of  the 
property  have  substantially  changed 
since  the  last  inspection. 

§  1903.9  Notice  of  cancellation  or  non* 
renewal. 

(a)  Except  in  cases  of  owner  or  occu¬ 
pant  incendiarism,  material  misrepre¬ 
sentation,  or  nonpayment  of  premium, 
each  Plan  shall  require  its  participating 
Insurers  to  give,  and  each  such  insurer 
shall  give,  property  owners  no  less  than 
30  days  prior  written  notice  of  any  can¬ 
cellation  or  nonrenewal  of  coverage  initi¬ 
ated  by  the  insurer  with  respect  to  any 
eligible  risk,  whether  or  not  such  risk  is 
then  insured  under  the  Plan,  in  order  to 
allow  the  affected  property  owner  suffi¬ 
cient  time  to  apply  for  an  inspection  and 
to  obtain  coverage  under  the  Plan  if 
necessary. 

(b)  For  the  purposes  of  this  §  1905.9, 
the  term  cancellation  or  nonrenewal  shall 
include  ( 1 )  reductions  in  amounts  of  in¬ 
surance  and  adverse  modifications  in 
coverage  initiated  by  the  insurer  with 
respect  to  any  owner  individually,  and 
(2)  refusals  by  the  insurer  or  its  agents 
to  renew  any  expiring  coverage  in  any 
line  of  essential  property  insurance  pre¬ 
viously  provided  to  the  property  owner. 

§  1905.10  Impartial  si-lcrlion  of  adjust¬ 
ers. 

(a)  No  Plan  or  placement  facility  shall 
discriminate  by  providing  for  the  p.imary 
use  of  services  or  any  preferential  treat¬ 
ment  of  any  adjuster  to  the  exclusion, 
detriment,  or  disadvantage  of  any  other 
adjuster  of  equal  or  equivalent  profes¬ 
sional  qualifications  in  any  formal  or  in¬ 
formal  arrangements  made  or  promul¬ 
gated  for  the  adjustment  of  any  insured 
losses  under  policies  or  contracts  of  in¬ 
surance  issued  under  the  Plan. 

(b)  This  §  1905.10  shall  not  be  con¬ 
strued  to  prohibit  ( 1 )  the  use  by  servicing 
insurers  of  their  adjusting  staffs,  (2)  the 
impartial  appointment  of  a  supervisory 
adjuster  with  respect  to  any  individual 
loss  directly  insured  by  three  or  more 
insurers,  or  (3)  the  obtaining  of  qualified 
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loss  adjusters  at  the  lowest  admnistra- 
tive  cost  for  a  reasonable  period  of  time 
by  FAIR  Plans  through  the  adoption  of 
an  impartial  and  periodic  public  bidding 
procedure. 

§  1905.11  Coding  and  reports  under  the 
Plan. 

(a)  The  Plan  shall  provide  for  the 
separate  coding  of  policies  v.Titten  pur¬ 
suant  to  the  Plan. 

(b)  The  Plan  shall  provide  for  the 
submitting  to  the  State  insurance  author¬ 
ity  and  the  Administrator  of  periodic  re¬ 
ports  setting  forth  the  numoer  of  requests 
for  inspection,  the  number  of  risks  in¬ 
spected,  and  the  results  of  referrals  by  the 
facility,  including  by  individual  insurer 
the  number  of  risks  accepted,  the  number 
of  risks  conditionally  accept^  and  rein¬ 
spections  made,  the  number  of  risks  de¬ 
clined,  and  such  other  information  as  the 
State  insurance  authority  or  the  Admin¬ 
istrator  may  from  time  to  time  require. 

(c)  Not  later  than  90  days  after  the 
close  of  its  fiscal  year,  each  placement 
facility  under  the  Plan  shall  furnish  to 
the  Administrator  a  comprehensive  re¬ 
port  on  its  operations  during  the  year, 
which  at  the  minimum  shall  include  such 
information  for  the  year  as  may  be  called 
for  on  Form  HUD-1603,  Quarterly  State 
FAIR  Plan  Report.  The  first  such  report 
shall  include  copies  of  all  previously  pub¬ 
lished  annual  and  interim  reports  not 
already  furnished  to  the  Administrator. 
Subsequent  reports  shall  include  any  ad¬ 
ditional  printed  or  published  report 
under  the  Plan. 

(d)  For  periods  beginning  on  and  after 
January  1,  1970,  each  placement  facility 
under  the  Plan  shall  also  provide  the  Ad¬ 
ministrator  with  quarter-annual  reports 
of  its  current  operations  on  Form  HUD- 
1603,  which  the  Administrator  shall  furn¬ 
ish  to  the  facility.  Such  reports  shall  be 
due  not  later  than  90  days  after  the  end 
of  each  quarter.  With  respect  to  any  pre¬ 
vious  quarter  for  which  the  reports  re¬ 
quired  by  this  paragraph  have  not  al¬ 
ready  been  furnished,  reports  shall  be  due 
not  later  than  90  days  after  the  effective 
date  of  this  §  1905.11. 

§  1905.12  Inapiilirnltilily  and  waiver  of 
regulations. 

(a)  Notwithstanding  the  provisions  of 
§  1905.3(a)  (2),  no  Plan  shall  be  required 
to  offer  vandalism  and  malicious  mischief 
coverage  in  any  State  where  by  Septem¬ 
ber  1, 1970,  the  State  insurance  authority 
certifies  that  the  availability  of  such  cov¬ 
erage  in  the  normal  market  is  adequate 
to  meet  the  demand  for  such  coverage, 
and  that  such  adequate  market  avail¬ 
ability  also  extends  to  properties  that  ob¬ 
tain  fire  and  extended  coverage  imder 
the  Plan. 

(b)  Notwdthstanding  its  effective  date, 
the  application  of  any  requirement  im¬ 
posed  by  this  part  to  any  existing  Feder¬ 
ally  approved  statewide  FAIR  Plan  shsU 
automatically  be  deferred  until  the  close 
of  the  first  full  regular  session  of  the 
State  legislative  body  following  such  ef¬ 
fective  date  in  any  State  where  the  im¬ 
plementation  of  such  requirement  is  cer¬ 
tified  by  the  State  insurance  authority 
by  September  1,  1970,  to  be  inconsistent 


with  or  unauthorized  by  an  applicable 
State  statute  in  force  on  such  effective 
date. 

(c)  In  addition  to  the  specific  waiver 
authorized  by  paragraph  (a),  the  Ad¬ 
ministrator  may  waive  compliance  with 
any  other  requirement  of  this  part  with 
respect  to  any  State,  temporarily  or  in¬ 
definitely.  and  in  whole  or  in  part,  if  the 
State  insurance  authority  certifies  that 
compliance  is  unnecessary  or  inadvisable 
under  local  conditions  or  State  law  and 
the  Administrator  concurs  in  such 
certification. 

PART  1906 — STANDARD  REINSUR¬ 
ANCE  CONTRACT 

Sec. 

1906.20  Statement  of  applicable  law. 

1906.21  Definitions. 

1906.22  Offer  to  provide  reinsurance. 

1906.23  Effective  date  of  offer. 

1906.24  Acceptance  of  offer. 

1906.25  Policies  reinsured. 

1906.26  Premiums. 

1906.27  Assessments. 

1906.28  Claims. 

1906.29  Inception  and  expiration  dates. 

1906.30  Cancellations. 

1906.31  Adjustments. 

1906.32  Insolvency. 

1906.33  Errors  and  omissions. 

1906.34  Restriction  of  benefits. 

1906.35  Participation  In  statewide  plans. 

1906.36  Limitations  on  reinsurance. 

1906.37  Arbitration. 

1906.38  Access  to  books  and  records. 

1906.39  Information  and  annual  statements. 

Authority:  The  provisions  of  this  Part 
1906  Issued  under  sec.  7(d),  79  Stat.  670;  42 
n.S.C.3535(d);  sec.  1103,  82  Stat.  566;  12 
VS.C.  1749bbl>  17. 

§  1906.20  Sluteiiiriii  of  uppliruhlc  law. 

Title  XII  of  the  National  Housing  Act 
(hereinafter  referred  to  as  the  Act), 
added  by  the  Urban  Property  Protection 
and  Reinsurance  Act  of  1968,  12  U.S.C. 
1749bbb — 1749bbb-21,  provides  for  a  Na¬ 
tional  Insurance  Development  Program. 
Pursuant  to  this  title,  the  Secretary  of 
Housing  and  Urban  Development  is  au¬ 
thorized  to  offer  to  any  insurer  reinsur¬ 
ance  against  losses  resulting  from  riots  or 
civil  disorders,  in  all  standard  lines  of 
property  insurance  enumerated  under 
subparagraphs  (A)  through  (E)  of  sec¬ 
tion  1203(a)  (13)  of  the  Act  taken  to¬ 
gether,  and,  with  respect  to  any  State  in 
which  such  reinsurance  is  purchased,  to 
offer  reinsurance  individually  on  the 
standard  lines  of  property  insurance 
enumerated  under  subparagraphs  (F) 
through  (J)  of  said  section.  Principal 
eligibility  requirements  under  the  Act  for 
such  reinsurance  are  set  forth  in 
§  1906.35. 

§  1906.21  DofiniliunH. 

As  used  in  this  part: 

(a)  “Aggregate  losses”  means  the  sum 
total  of  losses  resulting  from  riots  or 
civil  disorders  occurring  in  a  State  and 
allocable  to  a  State  in  which  reinsur¬ 
ance  is  provided: 

(b)  “Civil  disorder”  means: 

(1)  Any  pattern  of  unlawful  inci¬ 
dents  taking  place  within  close  proximity 
as  to  time  and  place  and  involving  prop¬ 
erty  damage  intentionally  caused  by  per¬ 
sons  apparently  having  civil  disruption. 
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civil  disobedience,  or  civil  protest  as  a 
primary  motivation,  at  least  two  of  which 
incidents  result  in  property  damage  in 
excess  of  $1,000  each;  or 

(2)  Any  occurrence  of  property  dam¬ 
age  in  excess  of  $2,000  caused  by  persons 
whose  unlawful  conduct  in  causing  the 
occurrence  clearly  manifests  their  pri¬ 
mary  purpose  of  civil  disruption,  civil 
disobedence,  or  civil  protest: 

(c)  "Company”  means  any  company 
authorized  to  engage  in  the  insurance 
business  under  the  laws  of  any  State,  ex¬ 
cept  that  if  there  are  two  or  more  com¬ 
panies  within  a  State  in  which  reinsur¬ 
ance  is  to  be  provided  imder  the  contract 
which  as  determined  by  the  reinsurer: 

( 1 )  Are  under  common  ownership  and 
ordinarily  operate  on  a  group  basis;  or 

(2)  Are  imder  single  management  di¬ 
rection:  or 

(3)  Are  othei-wise  determined  by  the 
reinsurer  to  have  substantially  common 
or  interrelated  ownership,  direction, 
management,  or  control;  then  all  such 
related,  associated,  or  affiliated  com¬ 
panies,  excluding  nonadmitted  com¬ 
panies  which  are  not  specifically  in¬ 
cluded  by  endorsement  to  the  contract, 
shall  be  reinsured  only  as  one  aggregate 
entity: 

(d)  “Continuing  organization,  pool,  or 
association  of  insurers”  means  an  indus¬ 
try  pool  created  to  provide  direct  insur¬ 
ance  to  meet  special  problems  of  insura¬ 
bility,  such  as  for  a  particular  class  or 
type  of  business; 

(e)  “Contract”  means  the  Standard 
Reinsurance  Contract: 

(f)  “Direct  premiums  earned”  means 
direct  premiums  earned  as  reported  in 
column  2  on  page  14  of  the  company’s 
Fire  and  Casualty  Annilal  Statement  for 
the  specified  calendar  year,  in  the  form 
adopted  by  the  National  Association  of 
Inswance  Commissioners,  subject  to  (1 ) 
adjustment  as  approved  by  the  reinsurer 
for  cessions  to  pools,  facilities,  and  asso¬ 
ciations,  and  for  the  inclusion  of  partici¬ 
pations  in  such  pools,  facilities,  and  asso¬ 
ciations,  and  (2)  such  other  appropriate 
adjustments  as  may  be  approved  or  re¬ 
quired  by  the  reinsurer,  which  shall  in¬ 
clude  adjustments  for  dividends  paid  or 
credited  to  policyholders  and  reported  in 
column  3  on  page  14,  subject  to  a  maxi¬ 
mum  credit  of  20  per  centum  of  direct 
premiums  earned  for  any  one  line  of 
insurance; 

(g)  “Excess  aggregate  losses”  means 
that  part  of  aggregate  losses  which  is 
equal  to  the  sum  of — 

(1)  90  percent  of  the  company's  ag¬ 
gregate  losses  in  excess  of  its  net  reten¬ 
tion  until  the  company’s  10-percent 
share  of  aggregate  losses  under  this  sub- 
paragraph  (1)  equals  the  amount  of  its 
net  retention; 

(2)  95  percent  of  the  company’s  re¬ 
maining  aggregate  losses  (after  deduct¬ 
ing  the  reinsurer’s  share  of  aggregate 
losses  imder  subparagraph  (1)  of  this 
paragraph  in  excess  of  twice  its  net  re¬ 
tention,  until  the  company’s  5-percent 
share  of  aggregate  losses  under  this  sub- 
paragraph  (2)  equals  the  amount  of  its 
net  retention;  and 
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(3)  98  percent  of  the  company’s  re¬ 
maining  aggregate  losses  (after  deduct¬ 
ing  the  reinsurer’s  share  of  aggregate 
losses  under  subparagraphs  (1)  and  (2) 
of  this  paragraph)  in  excess  of  an 
amount  equal  to  three  times  its  net 
retention: 

(h)  “Losses”  means  all  claims  proved, 
approved,  and  paid  by  the  company 
under  reinsured  policies,  resulting  from 
riots  or  civil  disorders  occurring  in  a 
State  during  the  period  of  the  contract, 
after  making  proper  deduction  for  sal¬ 
vage  and  for  recoveries  other  than  rein¬ 
surance,  together  with  an  allowance  for 
expense  in  connection  therewith,  hereby 
agreed  to  equal  an  amount  per  claim  of 
eight  per  centum  (8%)  of  the  first 
$25,000  of  any  such  claim,  plus  three  per 
centum  (3%)  of  the  amount  by  which 
such  claim  exceeds  $25,000  but  is  less 
than  $100,000,  plus  one  per  centum 
(1%)  of  the  amount  by  which  the  claim 
exceeds  $100,000; 

(!)  “Net  retention”  means  the  amount 
of  aggregate  losses  that  the  company 
must  stand  before  the  reinsurer’s  liability 
attaches  under  the  contract  and  shall  be 
one  aggregate  figure  for  each  State 
which  shall  be  the  larger  of  either  $1,000 
or  the  amount  determined  by  applying 
a  factor  of  two  and  one-half  per  centum 
(2‘/^%)  to  the  specified  percentage  of 
the  company’s  direct  premiums  earned 
in  the  State  for  the  calendar  year  1971 
on  those  lines  of  insurance  reinsured: 

(j)  “Property  owner”  means  any  in¬ 
dividual  or  group  of  individuals,  corpo¬ 
ration,  partnership,  or  association,  or 
any  other  organized  groups  of  persons 
having  an  insurable  interest  in  any  real, 
personal,  or  mixed  real  and  personal 
property ; 

(k)  “Reinsurer”  means  the  Federal 
Insurance  Administrator; 

(l)  “Riot”  means  any  tumultuous  dis¬ 
turbance  of  the  public  peace  by  three  or 
more  persons  mutually  assisting  one  an¬ 
other,  or  otherwise  acting  in  concert,  in 
the  execution  of  a  common  purpose  by 
the  unlawful  use  of  force  and  violence 
resulting  in  property  damage  of  any 
kind; 

(m)  “Specified  percentage”  means 
one  hundred  per  centum  (100%)  of  the 
direct  premiums  earned  for  each  line  of 
insurance  reinsured  under  the  contract, 
except  that  the  specified  percentage  of 
Homeowners  multiple  peril  shall  be 
eighty-five  per  centum  (85%)  and  that 
of  Commercial  multiple  peril  shall  be 
sixty-five  per  centum  (65%); 

(n)  “State”  means  the  several  States, 
the  District  of  Columbia,  the  Common¬ 
wealth  of  Puerto  Rico,  the  territories 
and  possessions,  and  the  Trust  Territory 
of  the  Pacific  Islands;  and 

to)  “State  pool”  means  any  State  pool 
or  other  facility  required  under  State  law 
or  approved  by  the  State  insurance  au¬ 
thority  which  is  formed,  associated,  or 
otherwise  created  as  part  of  a  statewide 
plan  for  the  purpose  of  making  property 
insurance  more  readily  available, 

§  1906.22  Offer  to  provide  reinsurunee. 

Pursuant  to  the  provisions  of  the 
Urban  Property  Protection  and  Reinsur- 
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ance  Act  of  1968,  and  subject  to  the 
tei’ms  and  conditions  set  forth  in  this 
part,  the  reinsurer  offers  to  enter  into  a 
contract  to  pay,  as  reinsurance  of  the 
company,  the  amount  of  the  company’s 
excess  aggregate  losses  resulting  from 
riots  or  civil  disorders  in  such  lines  of 
mandatory  and  optional  coverage  as  may 
be  designated  by  the  company  separately 
for  each  State. 

§  1906.23  Efferlive  date  uf  offer. 

The  reinsurer’s  offer  to  provide  rein¬ 
surance  under  the  terms  and  conditions 
set  forth  in  this  part  is  effective  at  the 
time  this  document  is  filed  for  public 
inspection  at  the  Office  of  the  Federal 
Register. 

§  1906.21  Aeeeptaiiee  4»f  offer. 

(a)  Acceptance  of  this  offer  shall  be 
by  telegraphed  or  mailed  notice  of  ac¬ 
ceptance  to  the  reinsurer.  The  date  of 
dispatch  of  this  notice  of  acceptance, 
which  date  should  be  no  later  than  12 
p.m.,  e.s.t.,  April  30,  1971,  must  be  clearly 
shown  either  by  telegraph  dispatch  nota¬ 
tion  or  postmark. 

(b)  The  telegram  or  letter  accepting 
this  offer  of  reinsurance  must  indicate 
the  States  in  which  reinsurance  on  lines 
of  mandatory  coverage  is  to  be  provided 
and  must  specifically  designate  for  each 
such  State  the  lines  of  optional  cover¬ 
age  for  which  reinsurance  is  to  be  pro¬ 
vided.  This  notice  of  acceptance  shall  be 
in  substantially  the  following  form: 

The  [name  of  Insurer  or  Insurers]  hereby 
accepts  the  offer  as  filed  with  the  Office  of 
the  Federal  Register  of  a  Standard  Re¬ 
insurance  Contract  pursuant  to  the  Urban 
Property  Protection  and  Reinsurance  Act 
of  1968  for  the  mandatory  and  |sp>ecify| 
optional  lines  In  the  following  States: 
[specify  I . 

(c)  Any  company  accepting  this  offer 
of  reinsurance  in  accordance  with  para¬ 
graphs  (a)  and  (b)  of  this  section  shall 
be  supplied  copies  of  the  Standard  Re¬ 
insurance  Contract,  Form  HUD-1601,  for 
execution  and  return  to  the  reinsurer. 

§  1906.23  PulificK  reiiiMired. 

(a)  Reinsurance,  under  a  Standard 
Reinsurance  Contract  provided  pursuant 
to  this  offer,  shall  apply  to: 

(1)  All  policies  or  contracts  of  direct 
property  insurance  issued  by  the  com¬ 
pany  to  any  property  owner,  except  for 
policies  for  which  the  business  is  han¬ 
dled  for  or  through  any  State  pool  or  any 
other  continuing  organization,  pool,  or 
association  of  insurers,  and 

(2)  The  company’s  participations  in 
State  pools  and,  as  may  be  approved  by 
the  reinsurer,  in  other  continuing  orga¬ 
nizations,  pools,  or  associations  of 
insurers, 

wliich  policies,  contracts,  or  participa¬ 
tions  are  in  force  on  the  effective  date 
of  the  contract  or  which  commence  or 
are  renewed  on  or  after  such  effective 
date  in  all  the  mandatory  and  in  such 
optional  standard  lines  of  property  in¬ 
surance  listed  imder  paragraphs  (b)  and 
(c)  of  this  section  as  may  be  designated 
separately  for  each  State. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 


24756 

(b)  The  lines  of  mandatory  coverage 
are: 

(1)  Fire  and  extended  coverage; 

(2)  Vandalism  and  malicious  mis¬ 
chief  ; 

( 3 )  other  allied  lines  of  fire  insurance ; 

(4)  Burglary  and  theft:  and 

(5)  Those  portions  of  multiple  peril 
p>olicies  covering  similar  perils  to  those 
provided  in  subparagraphs  (1),  (2),  (3), 
and  (4)  of  this  paragraph. 

(c)  The  lines  of  optional  coverage  are; 

(1)  Inland  marine; 

(2)  Glass; 

(3)  Boiler  and  machinery; 

(4)  Ocean  marine;  and. 

(5)  Aircraft  physical  damage. 

§  1906.26  Premiums. 

(a)  The  aggregate  basic  premium  due 
the  reinsurer  for  the  reinsurance  cover¬ 
age  provided  under  the  contract  shall  be 
computed  by  applying  an  annual  rate  of 
fifteen  hundredths  of  one  per  centum 
(0.15%)  to  an  aggregate  premium  base 
consisting  of  the  sum  of  the  products  of 
the  company’s  direct  premiums  earned 
in  each  State  in  each  reinsured  line  for 
the  calendar  year  1971  multiplied  by  the 
specified  percentage  of  such  earned  pre¬ 
miums.  as  defined  in  §  1906.21  (f)  and 
(m). 

(b)  An  advance  premium,  which  shall 
be  an  estimated  premium  only,  shall  be 
computed  by  the  company  on  the  basis  of 
its  direct  premiums  earned  in  the  calen¬ 
dar  year  1970  in  the  manner  required  for 
the  computation  of  the  aggregate  basic 
premium.  If  any  line  of  insurance  is 
added  during  the  term  of  the  contract 
for  which  the  company  had  no  premium 
writings  in  1970,  the  premium  base  for 
the  advance  premium  shall  be  estimated 
by  State  for  the  period  from  the  date  of 
attachment  of  coverage  to  the  expiration 
date  of  the  contract.  The  aggregate  ad¬ 
vance  premium  shall  be  paid  to  the  re¬ 
insurer  without  demand  within  30  days 
from  the  effective  date  of  coverage.  In¬ 
terest  shall  accrue  at  six  per  centum 
(6%  per  annum  on  any  portion  of  the 
advance  premium  which  is  not  paid  on 
or  before  30  days  from  its  due  date.  The 
actual  amount  of  the  aggregate  basic 
premium  shall  subsequently  be  computed 
and  adjusted  in  accordance  with  the  pro¬ 
visions  of  this  §  1906.26  and  §  1906.31. 

(c)  If  at  any  time  the  total  amount  of 
excess  aggregate  losses  incurred  by  the 
reinsurer  imder  the  contract  and  all  like 
Standard  Reinsurance  Contracts  issued 
during  the  period  between  May  1,  1971, 
and  April  30,  1972,  exceeds  the  total  net 
amount  of  all  advance  premiums  col¬ 
lected  by  the  reinsurer  during  the  same 
period  imder  all  such  contracts,  the  com¬ 
pany  shall  be  obligated  to  pay  to  the  re¬ 
insurer  as  an  additional  premium  an 
amount  equal  to  ten  hundredths  of  one 
per  centum  (0.10%)  of  its  aggregate 
premium  base  as  defined  above.  Such 
additional  premium  shall  be  payable 
within  30  days  after  the  demand  of  the 
reinsurer,  either  as  an  additional  advance 
premium  estimated  on  the  basis  of  direct 
premiums  earned  for  the  year  1970  (and 
subject  to  adjustment  in  accordance 
with  §  1906.31)  or  subsequent  to  adjust- 
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ment,  whichever  the  reinsurer  may  de¬ 
termine  to  be  appropriate. 

(d)  The  aggregate  basic  premium,  to¬ 
gether  with  any  additional  premium 
which  may  be  due  the  reinsurer  in  ac- 
cordance  with  the  preceding  paragraph, 
shall  (X)nstitute  the  minimum  reinsur¬ 
ance  premiiun  payable  for  coverage 
under  the  contract;  and  such  reinsur¬ 
ance  premium  shall  be  deemed  fully 
earned  on  the  date  that  such  reinsurance 
coverage  attaches,  except  as  otherwise 
provided  in  §  1906.30. 

§  1906.27  Assessmenls. 

If  any  other  company  (or  companies) 
reinsured  by  the  reinsurer  under  a  like 
Standard  Reinsurance  Contract  incurs 
aggregate  loss^  in  reinsured  lines  in  any 
State  during  Uie  period  of  the  contract, 
which  in  total  exceed  its  net  retention 
for  all  such  lines,  and  as  a  result  Icxlges 
claims  against  the  reinsurer,  then  the 
company,  on  demand  of  the  reinsurer, 
shall  pay  to  the  reinsurer  an  assessment 
suflBcient  to  meet  the  company’s  equit¬ 
able  share  of  all  such  excess  aggregate 
losses  incurred  in  the  State,  but  only  to 
the  extent  that  such  losses  exceed  the 
unused  net  amount  of  all  reinsurance 
premiums  paid  or  payable  by  all  rein¬ 
sured  companies  into  the  National  Insur¬ 
ance  Development  Fund  for  the  period 
from  August  1.  1968,  through  April  30. 
1972  (including  interest  earned  thereon) , 
for  reinsurance  in  such  State.  Such  share 
shall  be  in  the  proportion  that — 

(a)  The  amoimt,  if  any,  by  which  the 
company’s  net  retention  in  lines  rein¬ 
sured  under  the  contract  in  such  State 
exceeds  the  company’s  aggregate  losses 
in  such  lines,  bears  to 

(b)  The  aggregate  amoimt  of  un¬ 
absorbed  net  retention  for  all  the  lines  of 
insurance  of  all  companies  reinsured 
under  the  contract  in  such  State, 

but  such  share  shall  not  exceed  the 
amount  of  the  company’s  unabsorbed  net 
retention  under  paragraph  (a)  of  this 
section.  An  assessment  will  be  required 
only  after  the  termination  of  coverage 
provided  by  the  contract. 

§  1906.28  Claims. 

(a)  The  company  shall  advise  the  re¬ 
insurer  by  letter  (1)  of  all  losses  from  a 
single  occurrence  which  exceed  $50,000 
and  (2)  whenever  it  appears  that  aggre¬ 
gate  losses  have  been  incurred  in  an 
amount  equal  to  ninety  per  centum 
(90%)  of  the  company’s  net  retention  in 
any  State,  on  the  basis  of  its  direct 
premiums  earned  and  reported  to  the 
reinsurer  for  the  calendar  year  1970. 

(b)  When  the  company  incurs  aggre¬ 
gate  losses  which  exceed  its  net  retention 
in  any  State,  the  company  may  make 
claim  upon  the  reinsurer  for  the  pay¬ 
ment  of  excess  aggregate  losses  in  that 
State  by  filing  a  certification  of  loss  and 
thereafter  such  supporting  documenta¬ 
tion  of  such  losses  as  may  be  required  by 
the  reinsurer,  and  following  the  Te<;eipt 
of  such  certifications  and  documentation 
the  reinsurer  shall,  as  promptly  as  pos¬ 
sible,  in  such  installments  and  on  such 
conditions  as  may  be  determined  by  the 
reinsurer  to  be  appropriate  (including 


advance  payments  made  on  the  basis  of 
preliminary  certifications  of  loss  filed  in 
advance  of  the  final  determination  of  the 
ultimate  amount  of  losses  paid),  pay  to 
the  company  the  amoimt  of  such  excess 
aggregate  losses  subject  to  adjustments 
on  account  of  underpayments  or 
overpayments. 

(c)  If  the  ultimate  amount  of  losses 
to  be  paid  by  the  company  has  not  been 
finally  determined  when  the  certification 
of  loss  is  filed,  the  company  shall,  in  due 
course,  file  one  or  more  supplementary 
certifications  of  loss  and  thereafter  the 
reinsurer  or  the  company,  as  the  case 
may  be,  shall  pay  the  balance  due. 

(d)  Claims  paid  pursuant  to  computa¬ 
tions  of  net  retentions  based  upon  the 
direct  premiums  earned  for  the  calendar 
year  1970  shall  be  recomputed  and  ad¬ 
justed  at  the  termination  of  the  cover¬ 
age  provided  by  the  contract  on  the  basis 
of  direct  premiums  earned  in  reinsured 
lines  for  the  calendar  year  1971. 

§  1906.29  Inception  and  expiration 
dates. 

(a)  Provided  the  company  has  re¬ 
quested  reinsurance  by  States  and  lines 
of  coverage  on  or  before  April  30,  1971, 
the  Standard  Reinsurance  Contract  shall 
be  in  effect  from  12:01  a.m.,  e.s.t.,  on 
May  1,  1971,  and  shall  expire  at  12  p.m. 
(midnight) ,  e.s.t.,  on  April  30,  1972,  un¬ 
less  sooner  terminated. 

(b)  If  the  company  applies  for  cover¬ 
age  on  or  after  May  1,  1971,  the  contract 
shall  be  effective  from  12:01  a.m.,  e.s.t., 
on  the  day  after  such  application  is  dis¬ 
patched,  as  determined  by  the  date  of 
postmark  or  telegram,  provided  the  com¬ 
pany  requests  coverage  by  State  and  line 
and  otherwise  complies  with  the  eligibil¬ 
ity  requirements  of  the  contract. 

(c)  The  contract  applies  only  to  losses 
occurring  during  the  term  of  the  con¬ 
tract  as  follows: 

(1)  If  at  the  inception  of  the  con¬ 
tract  any  riot  or  civil  disorder  is  in  prog¬ 
ress,  no  coverage  shall  be  provided  for 
losses  resulting  therefrom  unless  the  con¬ 
tract  is  a  continuation  of  coverage  from 
the  previous  year’s  contract. 

(2)  If  the  contract  terminates  while  a 
riot  or  civil  disorder  is  in  progress,  no 
coverage  shall  be  provided  for  any  losses 
resulting  therefrom  which  occur  after 
the  date  and  time  of  termination  of  the 
contract. 

§  190(>.30  C'anrollalion$i. 

(a)  Reinsurance  under  the  contract 
may  be  canceled  by  the  company  in  its 
entirety  or  with  respect  to  any  State 
upon  written  notice  by  the  (xtmpany  to 
the  reinsurer  stating  that  it  desires  to 
cancel  the  reinsurance  coverage  specified 
and  that  it  will  pay  any  premium  due  the 
reinsurer  in  accordance  with  the  provi¬ 
sions  of  the  contract,  subject  to  any  ad¬ 
justments  which  may  be  required  under 
§  1906.31:  Provided,  however.  That  no 
coverage  shall  attach  under  the  contract 
if  the  company  has  willfully  concealed 
or  misrepresented  any  material  fact  with 
respect  thereto. 

(b)  Reinsurance  under  the  contract 
may  be  canceled  by  the  reinsurer  in  its 
entirety  or  with  respect  to  any  State 
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upon  30  days  written  notice  to  the  com¬ 
pany  of  such  cancellation,  stating  the 
reasons  for  cancellation,  which  shall  be 
limited  to  one  or  more  of  the  following 
grounds :  Fraud  or  misrepresentation 
subsequent  to  the  inception  of  the  con¬ 
tract,  nonpayment  of  premium  or  any 
other  amoimt  due  the  reinsurer,  and  the 
groimds  set  forth  in  paragraph  (b)  of 
§  1906.36. 

(c)  Whenever  the  reinsurer  deter¬ 
mines,  in  his  discretion,  that  any  can¬ 
cellation  of  reinsurance  is  involuntary 
and  without  fault  on  the  part  of  the 
company,  the  premium  due  the  reinsurer 
for  the  coverage  afforded  under  the  con¬ 
tract  shall  be  prorated  in  the  ratio  of — 

( 1 )  The  niunber  of  days  for  which  cov¬ 
erage  was  provided  prior  to  the  cancella¬ 
tion  of  such  coverage  plus  30,  to 

(2)  The  total  number  of  days  of  cov¬ 
erage  provided  under  the  contract  from 
the  inception  of  such  coverage  up  to  and 
including  April  30,  1972. 

(d)  In  the  event  of  any  cancellation 
of  reinsurance  coverage  under  this 
§  1906.30,  the  net  retention  and  assess¬ 
ment  of  such  company  shall  be  com¬ 
puted,  without  proration,  on  the  basis 
of  the  direct  premiums  earned  for  the 
calendar  year  1971.  Refunds  of  premi- 
luns,  if  any,  due  the  company  upon  can¬ 
cellation  may,  at  the  discretion  of  the 
reinsurer,  be  deferred  until  after  final 
adjustments  have  been  made  in  accord¬ 
ance  with  the  provisions  of  §  1906.31. 

§  1906.31  Adjustments. 

(a)  The  company  shall  report  to  the 
reinsurer  within  60  days  after  request 
Its  direct  premiums  earned  for  the  calen¬ 
dar  year  1971  in  all  reinsiu-ed  lines  in  all 
States  for  which  reinsurance  was  pro¬ 
vided  imder  the  contract,  for  the  pur¬ 
pose  of  computing  and  adjusting  the 
reinsurance  premium  due  to  the  rein¬ 
surer  with  respect  to  the  coverage  pro¬ 
vided.  The  direct  premiums  earned  to 
be  reported  for  any  line  of  insurance 
added  during  the  contract  term  for  any 
State  in  which  the  company  had  no  prc- 
miiun  writings  in  such  line  in  1971  shall 
be  the  direct  premiums  earned  for  the 
first  4  months  of  1972  as  estimated  by 
the  company,  subject  to  audit  by  the 
reinsurer. 

(b)  In  no  event  shall  the  adjusted 
amount  of  direct  premiums  earned  by 
the  company  result  in  a  basic  premiiun  to 
the  reinsurer  in  an  amount  less  than  $25 
for  each  State  during  the  contract  year, 
which  shall  constitute  the  minimum  ad¬ 
justed  reinsurance  premium  for  any 
State  under  the  contract. 

(c)  On  or  before  July  31,  1972,  or 
such  later  date  as  may  be  permitted  at 
the  option  of  the  reinsurer,  the  company 
shall  report  to  the  reinsurer  its  aggre¬ 
gate  losses,  for  the  purpose  of  comput¬ 
ing  and  adjusting  excess  aggregate  losses 
and  assessments. 

(d)  Any  overpayment  or  imderpay- 
ment  between  the  reinsurer  and  the  com¬ 
pany  shall  be  adjusted  and  paid  In  ac¬ 
cordance  with  the  obligations  assumed 
under  the  contract. 
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§  1906.32  Insolvency. 

(a)  In  the  event  of  insolvency  of  the 
company  the  reinsurance  imder  the  con¬ 
tract  shall  be  payable  by  the  reinsurer  to 
the  company  or  to  its  liquidator,  receiver, 
or  statutory  successor  on  the  basis  of  the 
liability  of  the  company  imder  all  poli¬ 
cies,  contracts,  or  participation  shares  re¬ 
insured  without  diminution  because  of 
the  insolvency  of  the  company. 

(b)  It  is  further  agreed  that  the  liq¬ 
uidator,  or  receiver,  or  statutory  suc¬ 
cessor  of  the  company  shall  give  written 
notice  to  the  reinsurer  of  the  pendency 
of  any  claim  against  the  company  on  the 
policies,  contracts,  or  participation  shares 
reinsured  within  a  reasonable  time  after 
such  claim  is  filed  in  the  insolvency  pro¬ 
ceeding,  and  that  during  the  pendency 
of  such  claim  the  reinsurer  may  investi¬ 
gate  such  claim  and  interpose,  at  its  own 
expense,  in  the  proceeding  where  such 
claim  is  to  be  adjudicated,  any  defense  or 
defenses  which  may  be  deemed  available 
to  the  company  or  its  liquidator,  receiver, 
or  statutory  successor.  The  expense  thus 
incurred  by  the  reinsurer  shall  be  charge¬ 
able,  subject  to  court  approval,  against 
the  company  as  part  of  the  expense  of 
liquidation  to  the  extent  of  a  proportion¬ 
ate  share  of  the  benefit  which  may  ac¬ 
crue  to  the  company  solely  as  a  result  of 
the  defense  undertaken  by  the  reinsurer. 

§  1906.33  Errors  and  omiH.siono. 

Inadvertent  delays,  errors,  or  omissions 
made  in  connection  with  any  transac¬ 
tion  under  the  contract  shall  not  relieve 
either  party  from  any  liability  which 
would  have  attached  had  such  delay,  er¬ 
ror,  or  omission  not  occurred,  provided 
always  that  such  delay,  error,  or  omis¬ 
sion  is  rectified  as  soon  as  possible  after 
discovery. 

§  1906.34  Restriction  of  benefits. 

No  Member  of  or  Delegate  to  Congress, 
or  Resident  Commissioner,  shall  be  ad¬ 
mitted  to  any  share  or  part  of  the  con¬ 
tract,  or  to  any  benefit  that  may  arise 
therefrom;  but  this  provision  shall  not  be 
construed  to  extend  to  the  contract  if 
made  with  a  corporation  for  its  general 
benefit. 

§  1906.35  Participation  in  statewide 
plans. 

(a)  No  reinsurance  shall  be  offered  or 
effective  under  the  contract  in  any  State 
unless  there  Is  in  effect  in  such  State,  on 
the  date  coverage  commences,  a  continu¬ 
ing  statewide  plan  to  make  essential 
property  insurance  more  widely  avail¬ 
able,  and  the  company  is  fully  participat¬ 
ing  in  such  plan  on  a  risk-bearing  basis 
and  is  certified  by  the  State  insurance 
authority  as  meeting  the  requirements  of 
this  §  1906.35.  Except  with  respect  to  its 
runoff  business  after  ceasing  to  do  busi¬ 
ness  within  a  State,  the  company  shall 
not  be  eligible  for  reinsurance  under  the 
contract  in  any  State  in  which  it  is  not 
engaged  in  the  direct  writing  of  property 
Insurance  at  the  time  coverage  is  re¬ 
quested,  or  in  which  it  is  writing  business 
on  a  nonadmitted  basis,  unless  it  reports 
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such  nonadmitted  business  to  the  State 
insurance  authority  and  participates  in 
the  statewide  plan  of  such  State  on  the 
basis  of  such  reported  business.  The  corn- 
pan  shall  file  and  maintain  with  the 
Stave  insurance  authority  in  each  State 
in  which  it  is  participating  in  the  state¬ 
wide  plan  a  statement  pledging  its  full 
participation  and  cooperation  in  carry¬ 
ing  out  the  plan  and  shall  file  a  copy  of 
each  such  statement  with  the  rein.surer. 
The  company  shall  not  direct  any  agent, 
broker,  or  other  producer  not  to  solicit 
business  through  such  plans  and  shall  not 
penalize  in  any  way  any  agent,  broker,  or 
other  producer  for  submitting  applica¬ 
tions  for  insurance  under  such  plans.  The 
company  shall  also  establish  and  carry 
out  an  education  and  public  information 
program  to  encourage  agents,  brokers, 
and  other  producers  to  utilize  the  pro¬ 
grams  and  facilities  available  under  such 
statewide  plans. 

(b)  In  the  event  that  the  company 
after  the  inception  of  the  contract  volun¬ 
tarily  withdraws  from  any  State  plan, 
pool,  or  other  facility  required  by  the 
provisions  of  this  section,  such  with¬ 
drawal  shall  be  deemed  to  constitute 
cancellation  by  the  company  with  respect 
to  that  State  as  of  the  effective  date  of 
the  withdrawal. 

§  1906.36  I.imilatiuns  on  reinNiiraiu-c. 

(a)  Reinsurance  hereunder  shall  not 
be  applicable  to  insurance  policies  sub¬ 
sequently  written  in  a  State  by  the  com¬ 
pany  after  the  close  of  the  second  full 
regular  session  of  the  appropriate  State 
legislative  body  following  August  1,  1968, 
if  the  State  has  not  enacted  legislation 
to  reimburse  the  reinsurer,  as  necessary, 
for  the  portion  of  the  aggregate  losses 
specified  in  section  1223(a)(1)  of  the 
National  Housing  Act  (12  U.S.C.  1749 
bbb-9(a)),  paid  by  the  reinsurer  under 
the  contract. 

(b)  The  reinsurer  shall  cancel  cover¬ 
age,  in  accordance  with  the  provisions 
of  the  contract,  with  respect  to  any  State 
in  which — 

(1)  The  reinsurer  has  found  (after 
consultation  with  the  State  insurance 
authority)  that  (i)  it  is  necessary  to  have 
a  suitable  program  adopted,  in  addition 
to  required  statewide  plans,  to  make  es¬ 
sential  property  insurance  available 
without  regard  to  environmental  hazards 
and  that  such  a  program  has  not  been 
adopted,  or  (ii)  the  company  is  not  fully 
participating  in  the  statewide  plan;  and, 
where  it  exists,  in  a  State  pool  or  other 
facility;  and,  where  it  exists,  in  any  other 
program  found  necessary  to  make  es¬ 
sential  property  insurance  more  readily 
available  in  the  State;  or 

(2)  Following  a  merger,  acquisition, 
consolidation,  or  reorganization  involv¬ 
ing  the  company  and  one  or  more 
insurers  with  or  without  such  reinsur¬ 
ance,  the  surviving  insurer  does  not  meet 
all  criteria  of  eligibility  for  reinsurance 
and  within  10  days  pay  any  reinsurance 
premiums  due;  or 

(3)  The  reinsurer  has  found  (after 
consultation  with  the  State  insurance 
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authority)  that  a  statewide  plan  is  not 
complying  with  the  reinsurer’s  statutory 
or  regiilatory  criteria  or  has  become 
inoperative. 

(c)  Notwithstanding  the  foregoing 
provisions,  reinsurance  may  at  the  elec¬ 
tion  of  the  company  be  continued,  up  to 
and  including  April  30, 1972,  for  the  term 
of  such  policies  and  contracts  reinsiued 
prior  to  the  date  of  termination  of  re¬ 
insurance  under  this  §  1906.36,  provided 
the  company  pays  the  reinsurance 
premiums  in  such  amounts  as  may  be 
required.  For  the  purptoses  of  this 
§  1906.36,  the  renewal,  extension,  modi¬ 
fication,  or  other  change  in  a  policy  or 
contract  for  which  any  additional 
premium  is  charged,  shall  be  deemed  to 
be  a  policy  or  contract  written  on  the 
date  such  change  was  made. 

(d)  Reinsurance  under  the  contract 
shall  be  subject  to  all  of  the  provisions 
of  the  Urban  Property  Protection  and 
Reinsurance  Act  of  1968,  12  UJS.C. 
1749bbb-1749bbl>-21,  and  to  all  regula¬ 
tions  duly  promulgated  by  the  reinsurer 
pursuant  thereto  prior  to  the  inception 
of  any  particular  coverage  provided 
under  the  contract. 

§  1906.37  Arbitration. 

(a)  If  any  misimderstanding  or  dis¬ 
pute  arises  between  the  company  and  the 
reinsurer  with  reference  to  the  amount 
of  premium  due,  the  amount  of  loss,  or 
to  any  other  factual  issue  imder  any  pro¬ 
vision  of  the  contract,  other  than  as  to 
legal  liability  or  interpretation  of  law, 
such  misimderstanding  or  dispute  may 
be  submitted  to  arbitration  for  a  deter¬ 
mination  which  shall  be  binding  only 
upon  approval  by  the  reinsurer.  The  com¬ 
pany  and  the  reinsurer  may  agree  on  and 
app>oint  an  arbitrator  who  shall  investi¬ 
gate  the  subject  of  the  misunderstanding 
or  dispute  and  make  his  determination. 
If  the  company  and  the  reinsurer  can¬ 
not  agree  on  the  appointment  of  an 
arbitrator,  than  two  arbitrators  shall  be 
aimointed,  one  to  be  chosen  by  the  com¬ 
pany  and  one  by  the  reinsurer, 

(b)  The  two  arbitrators  so  chosen,  if 
they  are  unable  to  reach  an  agreement, 
shall  select  a  third  arbitrator  who  shall 
act  as  umpire,  and  such  umpire’s  deter¬ 
mination  shall  become  final  only  upon 
approval  by  the  reinsurer.  The  company 
and  the  reinsurer  shall  bear  equally  all 
expenses  of  the  arbitration. 

(c)  Findings,  proposed  awards,  and 
determinations  resulting  from  arbitra¬ 
tion  proceedings  carried  out  under  this 
§  1906.37,  shall,  upon  objection  by  the 
reinsurer  or  the  company,  be  inadmissi¬ 
ble  as  evidence  in  any  subsequent  pro¬ 
ceedings  in  any  court  of  competent 
Jurisdiction. 

§  1906.38  Arrens  to  books  and  records. 

The  reinsurer  and  the  Comptroller 
General  of  the  United  States,  or  their 
duly  authorized  representatives,  shall 
have  access  for  the  purpose  of  investi¬ 
gation,  audit,  and  examination  to  any 
books  documents,  papers,  and  records  of 
the  company  that  are  pertinent  to  the 
business  r^nsured  under  the  contract 
Such  audits  shall  be  conducted  to  the 


maximiun  extent  feasible  in  cooperation 
with  the  State  insurance  authorities  and 
through  the  use  of  their  examining  fa¬ 
cilities.  The  company  shall  keep  records 
which  fully  disclose  all  matters  pertinent 
to  the  business  reinsured,  including  pre¬ 
miums  and  claims  p>aid  or  payable  under 
the  contract.  Records  relating  to  premi¬ 
ums  shall  be  retained  and  available  for 
three  (3)  years  after  final  adjustment  of 
premiums,  and  to  reinsurance  claims 
three  (3)  years  after  final  adjustment  of 
such  claims. 

§  1906.39  Information  and  annual  state¬ 
ments. 

The  company  shall  furnish  to  the  re¬ 
insurer  such  summaries  and  analyses  of 
information  in  its  records  as  may  be  nec¬ 
essary  to  carry  out  the  purposes  of  the 
Urban  Property  Protection  and  Rein¬ 
surance  Act  of  1968,  12  U.S.C.  1749bbb— 
1749bbb-21,  in  such  form  as  the  rein¬ 
surer,  in  cocHieration  with  the  State 
insiuance  authority,  shall  prescribe;  and 
the  company  shall  file  with  the  reinsurer 
a  true  and  correct  copy  of  the  ccanpany’s 
Fire  and  Casualty  Annual  Statement,  or 
amendment  thereof,  as  filed  with  the 
State  insurance  authority  of  the  com¬ 
pany’s  domiciliary  State,  at  the  time  it 
files  such  statement  or  amendment  with 
the  State  Insurance  authority.  The  com¬ 
pany  shall  also  file  with  the  reinsurer 
an  equivalent  of  page  14  of  such  annual 
statement  for  each  State  in  which  rein¬ 
surance  is  provided  under  the  contract. 

PART  1907— STATE  REIMBURSEMENT 
REQUIREMENT 

Sec. 

1907.1  State  reimbursement  requirement  In 

general. 

1007.2  Amount  of  State  share. 

1907.3  Timing  of  State  legislation. 

1907.4  Source  of  State  share. 

1907.5  Timing  of  State  payments. 

1907.6  Effect  of  failure  to  enact  State  legis¬ 

lation. 

1907.7  Notification  of  enactment. 

Aotroritt  :  The  provisions  of  this  Part  1907 
Issued  under  sec.  7(d) .  79  Stat.  670;  42  U.S.C. 
S535(d);  sec.  1103,  82  Stat.  566;  12  UB.C. 
1749bbb-17. 

§  1907.1  State  reimbursement  require¬ 
ment  in  general. 

(a)  Section  1223(a)  (1)  of  the  National 
Housing  Act  (12  UJS.C.  1749bbb-9) ,  added 
by  the  Urban  Property  Protection  and 
Reinsurance  Act  of  1968,  hereinafter 
referred  to  as  the  “Act,”  prohibits  the 
Secretary  of  Housing  and  Urban  Develop¬ 
ment  from  offering  riot  loss  reinsurance 
with  respect  to  any  line  of  insurance  in  a 
State  which  does  not  by  the  close  of  the 
second  full  regulsu*  session  of  the  appro¬ 
priate  State  legislative  body  following 
August  1,  1968,  adopt  legislation,  retro¬ 
active  to  August  1,  1968,  which  enables 
it  to  reimburse  him  annually  (to  the  ex¬ 
tent  necessary)  for  a  portion  of  the 
claims  he  pays  in  connection  with  exces¬ 
sive  losses  which  may  occur  in  that  State 
with  respect  to  the  line  of  Insurance  rein¬ 
sured.  While  in  many  States  no  actual 
payment  may  be  required,  legislation  pro¬ 
viding  for  such  payment,  if  needed,  is  re¬ 


quired  for  the  continued  provision  of 
Federal  riot  loss  reinsurance. 

(b)  The  minimum  lines  of  insurance 
for  which  State  reimbursement  legisla¬ 
tion  is  required  as  a  condition  of  con¬ 
tinued  Federal  reinsurance  for  any  line 
are:  (1)  Fire  and  extended  coverage.  (2) 
vandalism  and  malicious  mischief,  (3) 
other  allied  lines  of  fire  insurance,  (4) 
burglary  and  theft,  and  (5)  those  por¬ 
tions  of  multiple  peril  policies  covering 
similar  perils  to  those  provided  in  sub- 
paragraphs  (1),  (2),  (3),  and  (4)  of  this 
paragraph.  Optional  lines  of  insurance 
for  which  State  reimbursement  legisla¬ 
tion  may  be  enacted  on  either  a  group 
basis  or  an  individual  basis  are  inland 
marine,  glass,  boiler  and  machinery, 
ocean  marine,  and  aircraft  physical 
damage.  But  no  line  of  insurance  will  be 
eligible  for  Federal  reinsurance  in  any 
State  after  the  specified  date  unless 
it  is  included,  either  explicity  or  im- 
plicity,  within  the  State  reimbursement 
legislation. 

§  1907.2  Amount  of  State  share. 

(a)  The  actual  State  share  is  limited 
to  the  amount  by  which  the  Secretary’s 
total  reinsured  losses  in  the  State  during 
the  current  year  exceed  the  total  reinsur¬ 
ance  premiums  received  for  the  same 
year,  and  such  State  share  is  reduced 
by  (1)  any  excess  of  net  reinsurance 
premiums  over  reinsured  losses  realized 
from  business  in  that  State  since  the 
year  for  which  reimbursement  was  last 
required,  and  (2)  any  assessments  of  re- 
insured  companies  made  under  the  Fed¬ 
eral  Standard  Reinsurance  Contract 
with  respect  to  the  current  year. 

(b)  The  maximiun  State  share  in  any 
1  year  is  an  amount  equal  to  5  percent  of 
the  aggregate  or  total  property  insurance 
premiums  earned  in  the  State  during  the 
calendar  year  immediately  preceding  the 
end  of  the  reinsurance  contract  year  on 
all  lines  of  Insurance  for  which  any  re¬ 
insurance  is  provided  by  the  Secretary 
in  the  State  during  the  contract  year, 
regardless  of  the  number  of  companies 
actually  purchasing  Federal  reinsurance. 

§  1907.3  Tuning  of  State  legislation. 

To  enable  compcmies  doing  business 
within  a  State  to  continue  to  participate 
in  the  Federal  reinsurance  program,  the 
State  must  enact  the  necessary  reim¬ 
bursement  legislation  by  the  close  of  the 
second  full  regular  session  of  the  ap¬ 
propriate  State  legislative  body  after 
August  1,  1968,  when  the  Federal  Act 
became  law. 

§  1907.4  Source  of  State  share. 

Funds  for  the  State  share  may  be 
raised  in  any  constitutional  manner  con¬ 
sistent  with  the  intent  of  the  Federal  Act 
to  place  appropriate  responsibility  upon 
the  State  to  share  in  property  insurance 
losses  resulting  from  riots  or  civil  dis¬ 
orders.  The  Federal  Act  provides  that  the 
Secretary  is  to  be  reimbursed  by  the 
State,  its  political  subdivisions,  or  a  gov¬ 
ernmental  corporation  or  fund  estab¬ 
lished  pursuant  to  State  law.  Thus,  the 
State  share  should  be  financed  out  of 
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general  revenues  or  in  some  other  man¬ 
ner  which  broadly  distributes  the  biurden 
of  property  insurance  losses  resulting 
from  riots  or  civil  disorders. 

§  1907.5  Timing  of  State  payments. 

It  is  not  required  that  funds  for  the 
State  share  be  made  available  in  advance 
of  the  year  in  which  the  losses  occur. 
However,  the  State  legislation  must  pro¬ 
vide  for  a  method  of  financing  the  State 
share  which  will  assure  timely  reimburse¬ 
ment  of  the  Secretary.  It  is  anticipated 
that  notification  by  the  Secretary  as  to 
the  amount  of  the  State  share  due  with 
respect  to  losses  in  any  given  year  will 
not  be  made  until  the  third  quarter  of 
the  succeeding  year.  The  State  payment 
will  be  due  and  payable  approximately 
60  to  90  days  thereafter. 

§  1907.6  Effort  of  failure  to  enact  State 
legislation. 

If  appropriate  legislation  is  not  en¬ 
acted  in  a  gdven  State  within  the  time 
specified,  no  Federal  reinsurance  may 
thereafter  be  offered  or  made  applicable 
to  insurance  policies  written  in  that  State 
tmtil  such  legislation  is  enacted.  How¬ 
ever,  Federal  reinsurance  on  insurance 
policies  written  prior  to  the  specified  date 
for  the  enactment  of  the  State’s  reim¬ 
bursement  legislation  may  be  continued 
for  the  remainder  of  the  current  Federal 
contract  year,  which  ends  on  April  30. 

§  1907.7  Notification  of  rnartnirnt. 

In  order  to  prevent  imnecessary  lapses 
in  Federal  reinsurance  coverage,  each 
State  insurance  authority  is  requested 
promptly  to  notify  the  Federal  Insurance 
Administrator,  Department  of  Housing 
and  Urban  Development.  Washington. 
D.C.  20410,  of  the  date  on  which  the 
State’s  reimbursement  legislation  is  ef¬ 
fective  and  to  provide  him  with  a  copy  of 
the  enacted  legislation. 

SUBCHAPTER  B — NATIONAL  FLOOD  INSURANCE 
PROGRAM 

PART  1909 — GENERAL  PROVISIONS 

Subporl  A — General 

Sec. 

1909.1  Definitions. 

1909.2  Description  of  program. 

1909.3  Emergency  program. 

Subporl  B^EIigibilily  Requirements 

1909.21  Purpose  of  subpart. 

1909.22  Prerequisites  for  the  sale  of  flood 

insurance. 

1909.23  Priorities  for  the  sale  of  flood  in¬ 

surance  under  the  regular 
program. 

1909.24  Suspensions  of  community 
eligibility. 

Authority  :  The  provisions  of  this  Part 
1909  Issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3535(d);  sec.  1306,  82  Stat.  575;  42 
U.S.C.  4013;  sec.  1361,  82  Stat.  587;  42  U.S.C. 
4102. 

Subpart  A — General 
§  1909.1  Dofinilions. 

As  used  in  this  subchapter — 
“Accoimting  period”  means  any  an¬ 
nual  period  during  which  the  agreement 
is  in  effect,  commencing  on  July  1  and 
ending  on  June  30.  Each  accounting 
period  under  the  agreement  applies  sep¬ 


arately  to  the  insurance  premiums  pay¬ 
able,  losses  incurred,  premium  equaliza¬ 
tion  and  reinsurance  payments  due,  and 
operating  costs  and  allowances  attribut¬ 
able  with  respect  to  all  policies  issued 
imder  the  program  during  the  account¬ 
ing  period. 

“Act”  means  the  National  Flood  In¬ 
surance  Act  of  1968,  as  amended,  42 
U.S.C.  4001-4127. 

“Actuarial  rates”  means  the  risk  pre¬ 
mium  rates,  estimated  by  the  Adminis¬ 
trator  for  individual  communities  pur¬ 
suant  to  studies  and  investigations 
undertaken  by  him  in  accordance  with 
section  1307  of  the  Act  in  order  to  pro¬ 
vide  flood  insurance  in  accordance  with 
accepted  actuarial  principles.  Actuarial 
rates  also  contain  provision  for  operating 
costs  and  allowances. 

“Actuarial  rate  zone”  means  a  zone 
identified  on  a  Flood  Insurance  Rate  Map 
as  subject  to  a  specified  degree  of  flood  or 
mudslide  hazards,  to  which  a  particular 
set  of  actuarial  rates  applies. 

“Administrator”  means  the  Federal 
Insurance  Administrator,  to  whom  the 
Secretary  has  delegated  the  administra¬ 
tion  of  the  program  (34  F.R.  2680-81, 
Feb  27, 1969). 

“Affiliates”  means  two  or  more  asso¬ 
ciated  business  concerns  which  are  or 
can  be  directly  or  indirectly  controlled 
by  one  or  more  of  the  affiliates  or  by  a 
third  party. 

“Agreement”  means  the  contract  en¬ 
tered  into  for  any  accounting  period  by 
and  between  the  Administrator  and  the 
Association  whereby  the  Association  will 
provide  policies  of  flood  insurance  under 
the  program  within  designated  areas  and 
will  adjust  and  pay  claims  for  losses  aris¬ 
ing  vmder  such  policies.  The  agreement 
is  renewed  automatically  with  respect  to 
each  subsequent  accounting  period  unless 
either  the  Administrator  or  the  Associ¬ 
ation  gives  the  other  written  notice  of 
intention  to  terminate  on  or  before  Jan¬ 
uary  31  of  the  then  current  accounting 
period. 

“Applicant”  means  a  community  whose 
legislative  body  has  indicated  a  desire  to 
participate  in  the  National  Flood  Insur¬ 
ance  Program. 

“Association”  means  the  National 
Flood  Insurers  Association  and,  as  the 
context  may  indicate,  the  insurance  pool 
composed  of  two  or  more  of  its  members 
or  any  member  acting  for  or  on  behalf 
of  the  Association  under  the  agreement. 

“Chargeable  rates”  means  the  reason¬ 
able  premium  rates,  estimated  by  the 
Administrator  in  accordance  with  section 
1308  of  the  Act,  which  are  established 
in  order  to  encourage  the  purchase  of 
flood  insurance. 

“Coastal  high  hazard  area”  means  the 
portion  of  a  coastal  flood  plain  having 
special  flood  hazards  that  is  subject  to 
high  velocity  waters,  including  hurricane 
wave  wash  and  tsunamis. 

“Commimity”  means  any  State  or  po¬ 
litical  subdivision  thereof  with  author¬ 
ity  to  adopt  and  enforce  land  use  and 
control  measiures  for  the  areas  within 
its  Jurisdiction. 

“Criteria”  means  the  comprehensive 
criteria  for  land  use  and  control  meas¬ 


ures  developed  under  section  1361  of  the 
Act  for  the  purposes  set  forth  in 
§§  1910.21  and  1910.42  of  this  subchapter. 

“Deductible”  means  the  fixed  amount 
or  percentage  of  any  loss  not  covered  by 
an  insurance  policy.  The  amount  of  the 
deductible  must  be  exceeded  before  in¬ 
surance  coverage  takes  effect. 

“Department”  means  the  U.S.  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street  SW.,  Washing¬ 
ton.  DC  20410. 

“Dwelling”  or  “dwelling  property” 
means  a  structure  designed  for  the  occu¬ 
pancy  of  from  one  to  foiu-  families,  in¬ 
cluding  such  a  building  while  in  the 
course  of  construction,  alteration,  or  re¬ 
pair,  but  does  not  include  building  mate¬ 
rials  or  supplies  intended  for  use  in  such 
construction,  alteration,  or  repair,  unless 
such  materials  or  supplies  are  within  an 
enclosed  building  on  the  premises. 

“Eligible  community”  means  a  com¬ 
munity  in  which  the  Administrator  has 
authorized  the  sale  of  flood  insurance 
under  the  program. 

“Emergency  Flood  Insurance  Map” 
means  an  official  map  on  which  the  Ad¬ 
ministrator  has  delineated  one  or  more 
areas  eligible  for  the  sale  of  insurance 
imder  the  Emergency  Flood  Insurance 
Program. 

“Emergency  Flood  Insurance  Pro¬ 
gram”  or  “emergency  program”  means 
the  National  Flood  Insurance  Program 
authorized  by  the  Act,  as  implemented 
on  an  emergency  basis  and  without  the 
need  for  individual  community  rate¬ 
making  studies,  in  accordance  with  sec¬ 
tion  1336  of  the  Act,  42  U.S.C.  4056. 

“Flood”  or  “flooding”  means  a  general 
and  temporary  condition  of  partial  or 
complete  inundation  of  normally  dry 
land  areas  from  (a)  the  overflow  of 
streams,  rivers,  or  other  inland  water, 
or  (b)  abnormally  high  tidal  water  on 
rising  coastal  waters  resulting  from 
severe  storms,  hurricanes,  or  tsunamis. 

“Flood  Hazard  Boundary  Map”  means 
an  official  map  or  plat  of  a  community, 
issued  or  approved  by  the  Administrator, 
on  which  the  boundaries  of  the  flood 
plain  and/or  mudslide  areas  having  spe¬ 
cial  hazards  have  been  drawn.  This  map 
must  conform  to  the  Special  Flood  Haz¬ 
ard  Map  and  be  of  sufficient  scale  and 
clarity  to  permit  the  ready  identification 
of  individual  building  sites  as  either 
within  or  without  the  area  having  spe¬ 
cial  flood  hazards. 

“Flood  insurance”  means  insurance 
coverage  for  both  floods  and  mudslides 
under  the  program. 

“Flood  Insurance  Rate  Map”  means  an 
official  map  of  a  community,  on  which 
the  Administrator  has  delineated  the  area 
in  which  flood  insurance  may  be  sold 
under  the  regular  flood  insurance  pro¬ 
gram  and  the  actuarial  rate  zones  appli¬ 
cable  to  such  area. 

“Flood  plain”  or  “flood-prone  area” 
means  a  land  area  adjoining  a  river, 
stream,  watercourse,  ocean,  bay,  or  lake, 
which  is  likely  to  be  flooded. 

"Flood  plain  area  having  special  flood 
hazards”  means  that  maximum  area  of 
the  flood  plain  that,  on  the  average,  is 
likely  to  be  flooded  once  every  100  years 
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(i.e.,  that  has  a  l-percent  chance  of 
being  flooded  each  year). 

“Flood  plain  management”  means  the 
operation  of  an  overall  program  of  cor¬ 
rective  and  preventive  measures  for  re¬ 
ducing  flood  damage,  including  but  not 
limited  to  emergency  preparedness  plans, 
flood  control  works,  and  land  use  and 
control  measures. 

“Floodprooflng”  means  any  combina¬ 
tion  of  structural  and  nonstructural  ad¬ 
ditions,  changes,  or  adjustments  to  prop¬ 
erties  and  structures  which  reduce  or 
eliminate  flood  damage  to  lands,  water 
and  sanitary  facilities,  structures,  and 
contents  of  buildings. 

“Floodway”  means  the  channel  of  a 
river  or  other  watercourse  and  the  ad¬ 
jacent  land  areas  required  to  carry  and 
discharge  a  flood  of  a  given  magnitude. 

“Floodway  encroachment  lines”  means 
the  lines  marking  the  limits  of  floodways 
on  official  Federal,  State,  and  local  flood 
plain  maps. 

“Insurance  adjustment  organization” 
means  any  organization  or  person  en¬ 
gaged  in  the  business  of  adjusting  loss 
claims  arising  under  insurance  policies 
issued  by  an  insurance  company  or  other 
insurer. 

“Insurance  company”  or  “insurer” 
means  any  person  or  organization  au¬ 
thorized  to  engage  in  the  insurance 
business  imder  the  laws  of  any  State. 

“Land  use  and  control  measures” 
means  zoning  ordinances,  subdivision 
regulations,  building  codes,  health  regu¬ 
lations,  and  other  applications  and  ex¬ 
tensions  of  the  normal  police  power,  to 
provide  standards  and  effective  enforce¬ 
ment  provisions  for  the  prudent  use  and 
occupancy  of  flood-prone  and  mudslide 
areas. 

“Mudslide”  means  a  general  and  tem¬ 
porary  movement  down  a  slope  of  a  mass 
of  rock  or  soil,  artificial  All,  or  a  com¬ 
bination  of  these  materials,  caused  or 
precipitated  by  the  accumulation  of 
water  on  or  under  the  ground. 

“Mudslide  area”  or  “mudslide-prone 
area”  means  an  area  characterized  by 
unstable  slopes  and  land  surfaces,  whose 
history,  geology,  soil  and  bedrock  struc¬ 
ture,  and  climate  indicate  a  potential  for 
mudslides. 

“Mudslide  area  having  special  mud¬ 
slide  hazards”  means  a  mudslide  area 
with  a  high  potential  for  mudslides. 

“Mudslide  area  management”  means 
the  operation  of  an  overall  program  of 
corrective  and  preventive  measures  for 
reducing  mudslide  damage,  including  but 
not  limited  to  emergency  preparedness 
plans,  mudslide  control  works,  and  land 
use  and  control  measures. 

“National  Flood  Insurers  Association” 
is  the  Association  sponsoring  the  indus¬ 
try  flood  insurance  pool  formed  in  ac¬ 
cordance  with  sections  1331  and  1332  of 
the  Act  (see  “Agreement”  and  “Associa¬ 
tion”).  The  Association  headquarters  is 
located  at  160  Water  Street,  New  York, 
NY  10038. 

“100-year  flood"  means  the  highest 
level  of  flooding  that,  on  the  average,  is 
likely  to  occur  once  every  100  years  (i.e., 
that  has  a  1 -percent  chance  of  occurring 
each  year) . 
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“Person”  includes  any  individual  or 
group  of  individuals,  corporation,  part¬ 
nership,  association,  or  any  other  orga¬ 
nized  group  of  persons,  including  State 
and  local  governments  and  agencies 
thereof. 

“Policy”  means  the  Standard  Flood 
Insurance  policy. 

“Policyholder  premium”  means  the 
total  insurance  premium  payable  by  the 
insured  for  the  coverage  or  coverages 
provided  under  the  policy.  The  calcula¬ 
tion  of  the  policyholder  premium  may  be 
based  upon  either  chargeable  rates  or 
actuarial  rates,  or  a  combination  of  both. 

“Program”  means  the  overall  National 
Flood  Insurance  Program  authorized  by 
the  Act,  including  its  required  coordina¬ 
tion  with  land  management  programs  in 
flood-prone  areas  imder  both  the  1968 
Act  (regular  program)  and  the  1969 
amendment  adding  section  1336  (emer¬ 
gency  program)  to  the  Act. 

“Secretary”  means  the  Secretary  of 
Housing  and  Urban  Development. 

“Small  business”  means  a  concern 
which  together  with  its  affiliates  does  not 
have  assets  exceeding  $5  million,  does  not 
have  a  net  worth  in  excess  of  $2*/$!  mil¬ 
lion,  and  does  not  have  an  average  net 
income  after  Federal  income  taxes  for 
the  preceding  2  fiscal  years  in  excess  of 
$250,000  (average  net  income  to  be  com¬ 
puted  without  benefit  of  any  carryover 
loss ) . 

“Small  business  property”  means  a 
structure  owned  or  leased  and  operated 
by  a  small  business,  including  hotels  and 
motels  primarily  used  for  transient  occu¬ 
pancy  of  less  than  6  months  but  ex¬ 
cluding  all  other  residential  properties. 
The  term  includes  such  a  structure  while 
in  the  course  of  construction,  alteration, 
or  r^air,  but  does  not  include  building 
materials  or  supplies  intended  for  use  in 
such  construction,  alteration,  or  repair, 
unless  such  materials  or  supplies  are 
within  an  enclosed  building  on  the 
premises. 

“Special  Flood  Hazard  Map”  means 
the  official  map  designated  by  the  Ad¬ 
ministrator  to  identify  (a)  flood  plain 
areas  having  special  fl(x>d  hazards,  and/ 
or  (b)  mudslide  areas  having  special 
mudslide  hazards. 

“Standard  Flood  Insurance  Policy” 
means  a  standard  contract  or  policy  by 
means  of  which  flood  insurance  coverage 
imder  the  program  is  made  available  to 
an  insured  by  the  Association.  The  form 
of  the  policy,  as  well  as  its  terms  and 
conditions,  is  approved  by  the  admin¬ 
istrator  and  is  uniform  with  respect  to 
all  areas. 

“Start  of  construction”  means  the  first 
placement  of  permanent  construction  on 
a  site,  such  as  the  pouring  of  slabs  or 
footings  or  any  work  beyond  the  stage  of 
excavation.  For  a  structiu^  without  a 
basement  or  poured  footings,  the  start 
of  construction  includes  the  first  perma¬ 
nent  framing  or  assembly  of  the  struc¬ 
ture  or  any  part  thereof  on  its  pilings  or 
foundation,  or  the  affixing  of  any  pre¬ 
fabricated  structure  or  mobile  home  to 
its  permanent  site.  Permanent  construc¬ 
tion  does  not  include  land  preparation, 
land  clearing,  grading,  filling;  excava¬ 


tion  for  basement,  footings,  piers,  or 
foimdations;  erection  of  temporary 
forms;  the  installation  of  piling  vmder 
proposed  subsurface  footings;  installa¬ 
tion  of  sewer,  gas,  and  water  pipes,  or 
electric  or  other  service  lines  from  the 
street;  or  existence  on  the  property  of 
accessory  buildings,  such  as  garages  or 
sheds  not  occupied  as  dwelling  units  or 
not  a  part  of  the  main  structme. 

“State”  means  the  several  States,  the 
District  of  Columbia,  the  territories  and 
possessions,  the  Commonwealth  of  Puerto 
Rico,  and  the  Trust  Territory  of  the 
Pacific  Islands. 

“Substantial  improvement”  means  any 
repair,  reconstruction,  or  improvement  of 
a  structure,  the  cost  of  which  equals  or 
exceeds  50  percent  of  the  actual  cash 
value  of  the  structure  either  (a)  before 
the  improvement  is  started,  or  (b)  if  the 
structure  has  been  damaged  and  is  being 
restored,  before  the  damage  occurred. 
Substantial  improvement  is  started  when 
the  first  alteration  of  any  structural  part 
of  the  building  commences. 

“Water  surface  elevation”  means  the 
heights  in  relation  to  Mean  Sea  Level 
expected  to  be  reached  by  floods  of  vari¬ 
ous  magnitudes  and  frequencies  at  perti¬ 
nent  points  in  the  flood  plains  of  coastal 
or  riverine  areas. 

§  1909.2  De.scriplion  of  pro(;raiii. 

(a)  The  National  Flood  Insurance  Act 
of  1968  was  enacted  by  title  XIII  of  the 
Housing  and  Urban  Development  Act  of 
1968  (Public  Law  90-448,  August  1,  1968) 
to  provide  previously  imavailable  flood 
insurance  protection  to  property  owners 
in  flood-prone  areas.  Mudslide  protection 
was  added  to  the  program  by  the  Housing 
and  Urban  Development  Act  of  1969 
(Public  Law  91-152,  December  24,  1969) . 
The  program  operates  through  an  insur¬ 
ance  industry  pool  imder  the  auspices  of 
the  National  Flood  Insurers  Association, 
by  means  of  a  Federal  subsidy  to  make  up 
the  difference  between  actuarial  rates 
and  the  rates  actually  charged  to  con¬ 
sumers  for  the  protection  provided.  In 
many  cases,  the  Federal  subsidy  amounts 
to  more  than  90  percent  of  the  cost  of  the 
insurance. 

(b)  In  order  to  qualify  for  the  sale  of 
federally  subsidized  flood  insurance  be¬ 
fore  December  31,  1971,  a  community 
must  agree  to  adopt  and  enforce  ade¬ 
quate  land  use  and  control  measures, 
consistent  with  Federal  criteria  (set 
forth  in  Part  1910  of  this  subchapter) 
by  that  date.  Such  measures  must  be 
designed  to  reduce  or  avoid  future  flood 
or  mudslide  damage  and  include  effective 
enforcement  provisions.  Federal  flood  in¬ 
surance  may  not  be  sold  after  Decem¬ 
ber  31,  1971,  in  any  community  that  has 
not  by  that  date  adopted  the  required 
local  ordinances.  Section  1909.24  provides 
for  the  reinstatement  of  eligibility  in 
communities  that  adopt  such  measures 
after  that  date. 

(c)  Communities  that  do  not  initially 
qualify  for  the  sale  of  insurance  by  De¬ 
cember  31,  1971,  must  adopt  and  sub¬ 
mit  the  required  land  use  and  control 
measures  to  the  Administrator  as  part 
of  their  application.  If  the  measures 
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submitted  appear  to  be  consistent  with 
Subpart  A  of  Part  1910  of  this  subchap¬ 
ter,  they  will  be  accepted,  subject  to  more 
detailed  subsequent  review  and/or  the 
availability  of  additional  technical  infor¬ 
mation. 

(d)  Minimum  requirements  for  ade¬ 
quate  land  use  and  control  measures 
are  set  forth  in  §  1910.3  of  this  subchap¬ 
ter  for  flood-prone  areas  and  in 
§  1910.4  of  this  subchapter  for  mud¬ 
slide  areas.  Each  commiuiity  must  meet 
the  applicable  requirements,  which  are 
based  on  the  amount  of  technical  infor¬ 
mation  available  to  the  community.  A 
flood-prone  community  must  control  de¬ 
velopment  within  the  area  of  the  100- 
year  flood  unless  it  is  determined  for 
good  cause  that  such  a  standard  would 
not  be  economically  and  socially  desirable 
and  would  unreasonably  curtail  its  fu¬ 
ture  growth  and  vitality.  If  the  commu¬ 
nity  in  good  faith  makes  such  a 
determination,  it  must  submit  the  ordi¬ 
nances  it  has  adopted,  together  with  eco¬ 
nomic  and  technical  justification  for  the 
lesser  standards  they  contain,  to  the 
Administrator  for  his  review  in  accord¬ 
ance  with  §  1910.5  of  this  subchapter.  If 
the  Administrator  does  not  concur  in  the 
commimity’s  determinations,  he  will 
inform  the  community  of  the  modifica¬ 
tions  it  must  make  in  its  measures  and 
give  it  a  specified  period  of  time  to 
make  the  required  modifications.  During 
this  period  the  community’s  eligibility 
for  the  sale  of  flood  insurance  will  be 
imaffected. 

§  1909.3  Emergency  progriiin. 

The  1968  Act  required  a  ratemaking 
study  to  be  undertaken  for  each  com¬ 
munity  before  it  could  become  eligible 
for  the  sale  of  flood  insurance.  Since 
this  requirement  resulted  in  a  delay  in 
providing  insurance,  the  Congress,  in 
section  408  of  the  Housing  and  Urban 
Development  Act  of  1969  (Public  Law 
91-152,  December  24,  1969),  established 
an  Emergency  Flood  Insurance  Pro¬ 
gram  as  a  new  section  1336  of  the  Na¬ 
tional  Flood  Insurance  Act  (42  U.S.C. 
4056)  to  permit  the  early  sale  of  insur¬ 
ance  in  flood-prone  communities.  The 
emergency  program  (which  was  author¬ 
ized  for  the  2-year  period  ending  De¬ 
cember  31,  1971)  does  not  affect  the  re¬ 
quirement  that  a  commimity  must  adopt 
adequate  land  use  and  control  measures 
but  permits  insurance  to  be  sold  before 
a  study  is  conducted  to  determine  actu¬ 
arial  rates  for  the  community.  The 
amended  program  still  requires  the 
charging  of  actuarial  rates  for  higher 
limits  of  coverage  for  existing  structures 
and  for  all  new  construction  in  areas 
having  special  flood  and/or  mudslide 
hazards.  After  December  31,  1971,  under 
existing  law,  no  properties  can  be  newly 
insured  or  have  policies  renewed  except 
those  in  communities  for  which  actuarial 
rates  are  available. 

Subpart  B — Eligibility  Requirements 

§  1909.21  Purpose  of  subpart. 

This  subpart  lists  actions  that  must  be 
taken  by  a  community  to  become  eli¬ 


gible  and  to  remain  eligible  for  the  flood 
insurance  program. 

§  1909.22  Prerequi^iIe8  for  llie  sale  of 
flood  iiisuraiic-e. 

(а)  In  order  to  qualify  for  Federal 
flood  insurance  a  community  must  apply 
for  eligibility  for  the  entire  area  within 
its  jurisdiction,  and  must  submit— 

(1)  Copies  of  official  legislative  and 
executive  actions  indicating  a  local 
need  for  flood  insurance  and  an  explicit 
desire  to  participate  in  the  Federal  Flood 
Insurance  Program: 

(2)  Citations  to  State  and  local  stat¬ 
utes  and  ordinances  authorizing  actions 
regulating  land  use  and  copies  of  the 
local  laws  and  regulations  cited: 

(3)  A  summary  of  State  and  local 
public  and  private  flood  plain  or  mud¬ 
slide  area  management  measures,  if  any, 
that  have  been  adopted  for  the  flood 
plain  areas  and/or  mudslide  areas  in  the 
community.  This  submission  may  be  in 
any  suitable  form,  but  should  list  or  en¬ 
close  copies  of  easements,  zoning,  build¬ 
ing,  and  subdivision  regulations,  health 
codes,  and  other  corrective  and  preven¬ 
tive  measures  instituted  to  reduce  or 
prevent  flood  or  mudslide  damage: 

(4)  A  large-scale  map  of  the  entire 
area  under  the  commimity’s  jurisdiction, 
identifying  local  flood  plain  areas  and 
mudslide  areas,  if  any,  and  showing  the 
names  of  rivers,  bays,  gulfs,  lakes,  and 
similar  bodies  of  water  that  cause  floods: 

(5)  A  brief  summary  of  the  communi¬ 
ty’s  history  of  flooding  and/or  mudslides 
and  the  characteristics  of  its  flood  plain 
and/or  mudslide  areas,  if  available,  in¬ 
cluding  the  locations  of  any  known  high 
water  marks  and/or  mudslide  occur¬ 
rences.  A  current  flood  plain  informa¬ 
tion  report  prepared  by  the  U.S.  Army 
Corps  of  Engineers  or  a  similar  report 
will  satisfy  the  requirements  of  this  sub- 
paragraph  and  the  preceding  subpara¬ 
graph  with  respect  to  flood  plain  areas: 

(б)  A  clean  map  of  the  community, 
preferably  in  black  and  white,  clearly 
delineating  its  corporate  limits,  which 
can  be  reproduced  for  publication.  If  the 
best  available  map  is  copyrighted,  a  let¬ 
ter  of  release  must  be  obtained: 

(7)  A  list  of  the  incorporated  com¬ 
munities  within  the  applicant’s  bounda¬ 
ries  (if  the  application  is  made  on  behalf 
of  a  county  or  a  political  subdivision  con¬ 
taining  more  than  one  incorporated  com¬ 
munity)  : 

(8)  Estimates  relating  to  flood-prone 
area  concerning: 

(i)  Population. 

(ii)  Number  of  one  to  four  family 
residences, 

(iii)  Niunber  of  small  businesses: 

(9)  Address  of  a  local  rer>ository,  such 
as  a  municipal  building,  where  the  flood 
insurance  and  flood  hazard  maps  will  be 
made  available  for  public  Inspection: 

(10)  If  applying  before  December  31, 
1971,  a  commitment  to  adopt  by  that  date 
and  maintain  in  force  for  areas  having 
special  flood  and/or  mudslide  hazards 
adequate  land  use  and  control  measures 
with  effective  enforcement  provisions 
consistent  with  the  criteria  set  forth  in 
Part  1910  of  this  subchapter; 


(11)  If  applying  after  December  31, 
1971,  a  copy  of  the  land  use  and  control 
measures  the  community  has  adopted  in 
order  to  meet  the  requirements  of 
§1910.3  and/or  §  1910.4  of  this  sub¬ 
chapter: 

(12)  A  commitment  to  recognize  and 
duly  evaluate  flood  and/or  mudslide 
hazards  in  all  official  actions  relative  to 
land  use  in  the  areas  having  special  flood 
and/or  mudslide  hazards  and  to  take 
such  other  official  action  as  may  be 
reasonably  necessary  to  carry  out  the 
objectives  of  the  program:  and 

( 13 )  A  commitment  to : 

(i)  Delineate  or  assist  the  Administra¬ 
tor,  at  his  request,  in  delineating  the 
limits  of  the  areas  having  special  flood 
and/or  mudslide  hazards  on  available 
local  maps  of  sufficient  scale  to  identify 
the  location  of  building  sites: 

(ii)  Provide  such  information  as  the 
Administrator  may  request  concerning 
present  uses  and  occupancy  of  the  flood 
plain  and/or  mudslide  area: 

(iii)  Maintain  for  public  inspection  and 
furnish  upon  request,  with  respect  to 
each  area  having  special  flood  hazards, 
information  on  elevations  (in  relation 
to  mean  sea  level)  of  the  lowest  floors 
of  all  new  or  substantially  improved 
structures  and,  where  there  is  a  base¬ 
ment,  the  distance  between  the  first 
floor  and  the  bottom  of  the  lowest  open¬ 
ing  where  water  flowing  on  the  ground 
will  enter:  and 

(iv)  Cooperate  with  Federal,  State,  and 
local  agencies  and  private  firms  which 
undertake  to  study,  survey,  map,  and 
identify  flood  plain  or  mudslide  areas, 
and  cooperate  with  neighboring  com¬ 
munities  with  respect  to  management 
of  adjoining  flood  plain  and/or  mudslide 
areas  in  order  to  prevent  aggravation  of 
existing  hazards: 

(b)  An  applicant  must  also  legis¬ 
latively — 

(1)  Appoint  or  designate  an  agency 
or  official  with  the  responsibility,  au¬ 
thority,  and  means  to  implement  the 
commitments  made  in  paragraph  (a) 
of  this  section:  and 

(2)  Designate  an  official  responsible 
to  submit,  on  each  anniversary  date  of 
the  community’s  initial  eligibility,  an 
annual  report  to  the  Administrator  on 
the  progress  made  during  the  past  year 
witliin  the  community  in  the  develop¬ 
ment  and  implementation  of  flood  plain 
and/or  mudslide  area  management 
measures. 

(c)  ’Die  documents  required  by  para¬ 
graph  (a)  of  this  section  and  evidence- 
of  the  actions  required  by  paragraph  (b> 
of  this  section  must  be  submitted  to  the 
Federal  Insurance  Administrator,  De¬ 
partment  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street  SW.,  Washing¬ 
ton,  DC  20410. 

§  1909.23  Priorities  for  the  sale  of  (ItHtd 
insurance  under  the  regular  pro¬ 
gram. 

Communities  which  comply  with  the 
requirements  of  §  1909.22  are  placed  on 
a  register  of  areas  eligible  for  ratemak¬ 
ing  studies  and  will  be  selected  from  this 
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register  for  ratemaking  studies  on  the 
basis  of  the  following  considerations — 

(a)  Location  of  community  and 
mgency  of  need  for  flood  insurance; 

(b)  Population  of  community  and  in¬ 
tensity  of  existing  or  proposed  develop¬ 
ment  of  the  flood  plain  and/or  the  mud¬ 
slide  area; 

(c)  Availability  of  information  on  the 
community  with  respect  to  its  flood  and/ 
or  mudslide  characteristics  and  previous 
losses; 

(d)  Recommendations  of  State  officials 
as  to  communities  within  the  State  which 
should  have  priorities  in  flood  insurance 
availability;  and 

(e)  Extent  of  State  and  local  progress 
in  flood  plain  and/or  mudslide  area  man¬ 
agement,  including  actual  adoption  of 
land  use  and  control  regulations  con¬ 
sistent  with  related  ongoing  programs  in 
the  area. 

§  1909.24  Su^tponsionit  of  roniniiinily 
eligibility. 

(a)  A  community  eligible  for  the  sale 
of  flood  insurance  which  fails  to  provide 
official  notice  to  the  Administrator  by 
December  31,  1971,  that  it  has  adopted 
land  use  and  control  measures  for  its 
flood-prone  and  mudslide-prone  areas  in 
accordance  with  the  requirements  of 
Subpart  A  of  Part  1910  of  this  subchap¬ 
ter  shall  automatically  lose  its  eligiblity 
at  midnight  on  that  date.  A  community 
which  provides  such  official  notice  but 
fails  to  submit  the  required  land  use  and 
control  measures  to  the  Administrator 
by  January  15,  1972,  for  review  shall 
automatically  lose  its  eligibility  at  mid¬ 
night  on  that  date.  The  community’s 
eligibility  shall  remain  terminated  until 
the  land  use  and  control  measures  have 
been  received  by  the  Administrator. 

(b)  The  Administrator  shall  promptly 
notify  the  Association  of  those  communi¬ 
ties  whose  eligibility  has  been  suspended, 
and  the  Association  shall  promptly  so 
notify  its  servicing  companies.  Flood  in¬ 
surance  shall  not  be  sold  or  renewed  in 
any  suspended  community  until  the  As¬ 
sociation  is  subsequently  notified  by  the 
Administrator  of  the  date  of  the  com- 
mimity’s  formal  reinstatement.  Policies 
sold  or  renewed  within  a  community  dur¬ 
ing  a  period  of  ineligibility  shall  be 
deemed  void  and  unenforceable  whether 
or  not  the  parties  to  the  sale  or  renewal 
had  actual  notice  of  the  ineligibility. 

(c)  Commxmities  eligible  for  the  sale 
of  flood  insurance  after  December  31, 
1971,  shall  not  thereafter  lose  their  eligi¬ 
bility  because  of  the  inadequacy  of  the 
land  use  and  control  measures  they  have 
adopted  except  upon  30  days’  prior  writ¬ 
ten  notice  and  publication  in  the  Fed¬ 
eral  Register. 

PART  1910 — CRITERIA  FOR  LAND 
MANAGEMENT  AND  USE 

Subpart  A — Rtquirements  for  Land  Use  and 
Control  Measures 

Sec. 

1910.1  Purpose  of  subpart. 

1910.2  Minimum  compliance  with  land 

management  criteria. 

1910.3  Required  land  use  and  control 

measures  for  flood -prone  areas. 


Sec. 

1910.4  Required  land  use  and  control 

measures  for  mudslide  areas. 

1910.5  Exceptions  because  of  local 

conditions. 

1910.6  Revisions  of  criteria  for  land  use 

and  control. 

Subpart  2— Additional  Considerations  in  Man¬ 
aging  Flood-Prone  and  Mudslide-Prone  Areas 

1910.21  Purpose  of  subpart. 

1910.22  State  and  local  development  goals. 

1910.23  Planning  considerations  for  flood- 

prone  areas. 

1910.24  Planning  considerations  lor  mud- 
^  slide-prone  areas. 

1910.25  State  coordination. 

1910.26  Local  coordination. 

Authority:  The  provisions  of  this  Part 
1910  issued  under  7(d) ,  79  Stat.  670;  42  U.S.C. 
3535(d):  sec.  1306,  82  Stat.  575;  42  U.S.C. 
4013;  sec.  1361,  82  Stat.  587;  42  U.S.C.  4102. 

Subpart  A — Requirements  for  Land 
Use  and  Control  Measures 
§1910.1  Purpose  of  sulipart. 

(a)  Section  1315  of  the  Act  provides 
that  flood  insurance  shall  not  be  sold  or 
renewed  imder  the  program  within  a 
community  after  December  31,  1971, 
unless  the  community  has  adopted  ade¬ 
quate  land  use  and  control  measures  con¬ 
sistent  with  Federal  criteria.  Responsi¬ 
bility  for  establishing  such  criteria  is 
delegated  to  the  Administrator. 

(b)  This  subpart  sets  forth  the  cri¬ 
teria  developed  in  accordance  with  sec¬ 
tion  1361  of  the  Act  by  which  the 
Administrator  will  determine  the  ade¬ 
quacy  of  a  community’s  land  use  and 
control  measures.  These  measures  must 
be  applied  uniformly  throughout  the 
community  to  all  privately  and  publicly 
owned  land  within  flood-prone  or  mud¬ 
slide  areas.  Except  as  otherwise  provided 
in  §  1910.5,  the  adequacy  of  such  meas¬ 
ures  shall  be  determined  on  the  basis  of 
the  standards  set  forth  in  §  1910.3  for 
flood-prone  areas  and  in  §  1910.4  for 
mudslide  areas. 

(c)  Nothing  in  this  subpart  shall  be 
construed  as  modifying  or  replacing  the 
general  requirement  that  all  eligible  com- 
mimities  must  take  into  accoimt  flood 
and  mudslide  hazards,  to  the  extent  that 
they  are  known,  in  all  official  actions  re¬ 
lating  to  land  use  and  control. 

§  1910.2  Minimum  rompliance  with 
land  management  criteria. 

(a)  A  flood-prone  community  which 
becomes  eligible  for  sale  of  flood  insur¬ 
ance  prior  to  December  31,  1971,  must 
have  land  use  and  control  measures  in 
effect  by  that  date  which  at  least  meet 
the  requirements  of  §  1910.3(a)  in  order 
to  remain  eligible  after  that  date.  In  ad¬ 
dition,  the  community  must  meet  the 
respective  requirements  of  §1910.3  (b), 
(c),  (d),  or  (e)  within  6  months  from 
the  date  it  receives  the  data  required  for 
compliance  with  the  applicable  para¬ 
graph  or  by  December  31,  1971,  which¬ 
ever  is  later. 

(b)  A  flood-prone  community  apply¬ 
ing  for  flood  insurance  eligibility  after 
December  31, 1971,  must  meet  the  stand¬ 
ards  of  §  1910.3(a)  in  order  to  become 
eligible.  Thereafter,  the  commimity  will 


be  given  a  period  of  6  months  from  the 
date  it  receives  the  data  set  forth  in 
§1910.3  (b),  (c),  (d),  or  (e)  in  which 
to  meet  the  requirements  of  the  appli¬ 
cable  paragraph. 

(c)  A  mudslide-prone  commimity 
which  becomes  eligible  for  sale  of  flood 
insurance  prior  to  December  31,  1971, 
must  have  land  use  and  control  measures 
in  effect  by  that  date  which  meet  the 
requirements  of  §  1910.4(a)  to  remain 
eligible  after  that  date.  In  addition,  the 
commimity  must  meet  the  requirements 
of  §  1910.4(b)  within  6  months  after  the 
date  its  mudslide  areas  having  special 
mudslide  hazards  are  delineated  or  by 
December  31,  1971,  whichever  is  later. 

(d)  A  mudslide-prone  community  ap¬ 
plying  for  flood  insurance  eligibility  after 
December  31, 1971,  must  meet  the  stand¬ 
ards  of  §  1910.4(a)  in  order  to  become 
eligible  for  such  insurance.  Thereafter, 
the  community  will  be  given  a  period  of 
6  months  from  the  date  the  mudslide 
areas  having  special  mudslide  hazards 
are  delineated  in  which  to  meet  the  re¬ 
quirements  of  §  1910.4(b). 

(e)  Communities  identified  in  Part 
1915  of  this  subchapter  as  containing 
both  flood  plain  areas  having  special 
flood  hazards  and  mudslide  areas  having 
special  mudslide  hazards  must  adopt 
land  use  and  control  measures  for  each 
type  of  hazard  consistent  with  the  re¬ 
quirements  of  §§  1910.3  and  1910.4. 

(f)  Local  flood  and  mudslide  land  use 
and  control  measures  should  be  sub¬ 
mitted  to  the  State  coordinating  agency 
designated  pursuant  to  §  1910.25  for  its 
advice  and  concurrence.  The  submission 
to  the  State  should  clearly  describe  pro¬ 
posed  enforcement  procedures. 

(g)  The  community  official  responsible 
for  submitting  annual  reports  to  the  Ad¬ 
ministrator  pursuant  to  §  1909.22(b)  (2) 
of  this  subchapter  shall  also  submit 
copies  of  each  annual  report  to  any  State 
coordinating  agency  and  to  other  appro¬ 
priate  State  and  local  bodies,  and  shall 
inform  the  Administrator  of  the  agen¬ 
cies  to  which  the  annual  reports  are  sent. 

§  1910..*)  Kequiretl  land  use  and  eon* 
trol  ineasure.s  for  flood-prone  areas. 

The  Administrator  generally  will  pro¬ 
vide  the  data  upon  which  land  use  and 
control  measures  must  be  based.  If  the 
Administrator  has  not  provided  suffi¬ 
cient  data  to  furnish  a  basis  for  these 
measures  in  a  particular  community,  the 
community  may  initially  use  hydrologic 
and  other  data  obtained  from  other  Fed¬ 
eral  or  State  agencies  or  from  consulting 
services,  pending  receipt  of  data  from 
the  Administrator.  However,  when  spe¬ 
cial  hazard  area  designations  and  water 
surface  elevations  have  been  furnished 
by  the  Administrator,  they  shall  apply.  In 
all  cases  the  minimum  requirements  gov¬ 
erning  the  adequacy  of  the  land  use  and 
control  measures  for  flood-prone  areas 
adopted  by  a  particular  community  de¬ 
pend  on  the  amount  of  technical  data 
formally  provided  to  the  community  by 
the  Administrator.  Minimum  standards 
for  communities  are  as  follows: 

(a)  When  the  Administrator  has  de¬ 
clared  an  entire  commimity  a  flood  plain 
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area  having  special  flood  hazards  and 
has  not  deflned  the  special  flood  hazard 
areas  more  precisely,  has  not  provided 
water  surface  elevation  data,  and  has  not 
provided  sufficient  data  to  indentify  the 
floodway  or  coastal  high  hazard  area,  the 
community  must — 

(1)  Require  building  permits  for  all 
proposed  construction  or  other  improve¬ 
ments  in  the  community; 

(2)  Review  all  building  permit  appli¬ 
cations  for  new  construction  or  substan¬ 
tial  improvements  to  determine  whether 
proposed  building  sites  will  be  reasonably 
safe  from  flooding.  If  a  proposed  building 
site  is  in  a  location  that  has  a  flood 
hazard,  any  proposed  new  construction 
or  substantial  improvement  (including 
prefabricated  and  mobile  homes)  must 

(i)  be  designed  (or  modifled)  and 
anchored  to  prevent  flotation,  collapse, 
or  lateral  movement  of  the  structure,  (ii) 
use  construction  materials  and  utility 
equipment  that  are  resistant  to  flood 
damage,  and  (iii)  use  construction 
methods  and  practices  that  will  minimize 
flood  damage; 

(3)  Review  subdivision  proposals  and 
other  proposed  new  developments  to  as¬ 
sure  that  (i)  all  such  proposals  are  con¬ 
sistent  with  the  need  to  minimize  flood 
damage,  (ii)  all  public  utilities  and  fa¬ 
cilities,  such  as  sewer,  gas,  electrical,  and 
water  systems  are  located,  elevated,  and 
constructed  to  minimize  or  eliminate 
flood  damage,  and  (iii)  adequate  drain¬ 
age  is  provided  so  as  to  reduce  exposure 
to  flood  hazards;  and 

(4)  Require  new  or  replacement  water 
supply  systems  and/or  sanitary  sewage 
systems  to  be  designed  to  minimize  or 
eliminate  infiltration  of  flood  waters  into 
the  systems  and  discharges  from  the  sys¬ 
tems  into  flood  waters,  and  require  on¬ 
site  waste  disposal  systems  to  be  located 
so  as  to  avoid  impairment  of  them  or 
contamination  from  them  during 
flooding. 

(b)  When  the  Administrator  has  iden- 
tifled  the  flood  plain  area  having  special 
flood  hazards,  but  has  produced  neither 
water  smface  elevation  data  nor  data 
sufficient  to  identify  the  floodway  or 
coastal  high  hazard  area,  the  minimum 
land  use  and  control  measures  adopted 
by  the  community  for  the  flood  plain 
must — 

(1)  Take  into  account  flood  plain  man¬ 
agement  programs,  if  any,  already  in  ef¬ 
fect  in  neighboring  areas; 

(2)  Apply  at  a  minimum  to  all  areas 
identified  by  the  Administrator  as  flood 
plain  areas  having  special  flood  hazards; 

(3)  Provide  that  within  the  flood  plain 
area  having  special  flood  hazards,  the 
laws  and  ordinances  concerning  land  use 
and  control  and  other  measures  designed 
to  reduce  flood  losses  shall  take  prece¬ 
dence  over  any  conflicting  laws,  ordi¬ 
nances,  or  codes; 

(4)  Require  building  permits  for  all 
proposed  construction  or  other  improve¬ 
ments  in  the  flood  plain  area  having 
special  flood  hazards; 

(5)  Review  building  permit  applica¬ 
tions  for  major  repairs  within  the  flood 
plain  area  having  special  flood  hazards 
to  determine  that  the  proposed  repair 


RULES  AND  REGULATIONS 

(i)  uses  construction  materials  and 
utility  equipment  that  are  resistant  to 
flood  damage,  and  (ii)  uses  construction 
methods  and  practices  that  will  minimize 
flood  damage; 

(6)  Review  building  permit  applica¬ 
tions  for  new  construction  or  substantial 
improvements  within  the  flood  plain  area 
having  special  flood  hazards  to  assure 
that  the  proposed  construction  (includ¬ 
ing  prefabricated  and  mobile  homes)  (i) 
is  protected  against  flood  damage,  (ii)  is 
designed  (or  modified)  and  anchored  to 
prevent  flotation,  collapse  or  lateral 
movement  of  the  structure,  (iii)  uses 
construction  materials  and  utility  equip¬ 
ment  that  are  resistant  to  flood  damage, 
and  (iv)  uses  construction  methods  and 
practices  that  will  minimize  flood 
damage; 

(7)  Review  subdivision  proposals  and 
other  proposed  new  developments  to  as- 
sm*e  that  (i)  all  such  proposals  are  con¬ 
sistent  with  the  need  to  minimize  flood 
damage,  (ii)  all  public  utilities  and  fa¬ 
cilities,  such  as  sewer,  gas,  electrical,  and 
water  systems  are  located,  elevated,  and 
constructed  to  minimize  or  eliminate 
flood  damage,  and  (ii)  adequate  drain¬ 
age  is  provided  so  as  to  reduce  exposure 
to  flood  hazards;  and 

(8)  Require  new  or  replacement  water 
supply  systems  and/or  sanitary  sewage 
systems  to  be  designed  to  minimize  or 
eliminate  infiltration  of  flood  waters  into 
the  systems  and  discharges  from  the  sys¬ 
tems  into  flood  waters,  and  require  on¬ 
site  waste  disposal  systems  to  be  located 
so  as  to  avoid  impairment  of  them  or 
contamination  from  them  during  flood¬ 
ing. 

(c)  When  the  Administrator  has  iden¬ 
tified  the  flood  plain  area  having  special 
flood  hazards,  and  has  provided  water 
surface  elevations  for  the  100-year  flood, 
but  has  not  provided  data  sufficient  to 
identify  the  floodway  or  coastal  high 
hazard  area,  the  minimum  land  use  and 
control  measm-es  adopted  by  the  com¬ 
munity  for  the  flod  plain  must — 

(1)  Meet  the  requirements  of  para¬ 
graph  (b)  of  this  section; 

(2)  Require  new  construction  or  sub¬ 
stantial  improvements  of  residential 
structures  within  the  area  of  special 
flood  hazards  to  have  the  lowest  floor 
(including  basement)  elevated  to  or 
above  the  level  of  the  100 -year  flood; 

(3)  Require  new  construction  or  sub¬ 
stantial  improvements  of  non-residential 
structures  within  the  area  of  special  flood 
hazards  to  have  the  lowest  floor  (includ¬ 
ing  basement)  elevated  to  or  above  the 
level  of  the  100 -year  flood  or,  together 
with  attendant  utility  and  sanitary  facili¬ 
ties,  to  be  floodproofed  up  to  the  level  of 
the  100-year  flood;  and 

(4)  In  riverine  situations,  provide  that 
until  a  floodway  has  been  designated,  no 
use,  including  land  All,  may  be  permitted 
within  the  flood  plain  area  having  special 
flood  hazards  imless  the  applicant  for  the 
land  use  has  demonstrated  that  the  pro¬ 
posed  use,  when  combined  with  all  other 
existing  and  anticipated  uses,  will  not  in¬ 
crease  the  water  surface  elevation  of  the 
100-year  flood  more  than  1  foot  at  any 
point. 


24763 

(d)  When  the  Administrator  has  iden¬ 
tified  the  riverine  flood  plain  area  having 
special  flood  hazards,  has  provided  water 
surface  elevation  data  for  the  100-year 
flood,  and  has  provided  floodway  data, 
the  land  use  and  control  measures 
adopted  by  the  commimity  for  the  flood 
plain  must — 

(1)  Meet  the  requirements  of  para¬ 
graph  (b)  of  this  section; 

(2)  Require  new  construction  or  sub¬ 
stantial  improvements  of  residential 
structures  within  the  area  of  special  flood 
hazards  to  have  the  lowest  floor  (includ¬ 
ing  basement)  elevated  to  or  above  the 
level  of  the  100-year  flood. 

(3)  Require  new  construction  or  sub¬ 
stantial  improvements  of  nonresidential 
structures  within  the  area  of  special 
flood  hazards  to  have  the  lowest  floor 
(including  basement)  elevated  to  or 
above  the  level  of  the  100-year  flood  or, 
together  with  attendant  utility  and 
sanitary  facilities,  to  be  floodproofed  up 
to  the  level  of  the  100-year  flood; 

(4)  Designate  a  floodway  for  passage 
of  the  water  of  the  100-year  flood.  The 
selection  of  the  floodway  shall  be  based 
on  the  principle  that  the  area  chosen  for 
the  floodway  must  be  designed  to  carry 
the  waters  of  the  100-year  flood,  with¬ 
out  increasing  the  water  surface  ele¬ 
vation  of  that  flood  more  than  1  foot  at 
any  point; 

(5)  Provide  that  existing  noncon¬ 
forming  uses  in  the  floodway  shall  not 
be  expanded  but  may  be  modified,  al¬ 
tered,  or  repaired  to  incorporate  flood¬ 
proofing  measures,  provided  such 
measures  do  not  raise  the  level  of  the 
100-year  flood;  and 

(6)  Prohibit  fill  or  encroachments 
within  the  designated  floodway  that 
would  impair  its  ability  to  carry  and 
discharge  the  waters  resulting  from  the 
100-year  flood,  except  where  the  effect 
on  flood  heights  is  fully  offset  by  stream 
improvements. 

(e)  When  the  Administrator  has 
identified  the  coastal  flood  plain  area 
having  special  flood  hazards,  has  pro¬ 
vided  water  surface  elevation  data  for  the 
100-year  flood,  and  has  identified  the 
coastal  high  hazard  area,  the  land  use 
and  control  measures  adopted  by  the  lo¬ 
cal  government  for  the  flood  plain 
must — 

(1)  Meet  the  requirements  of  para¬ 
graph  (b)  of  this  section; 

(2)  Require  new  construction  or  sub¬ 
stantial  improvements  of  residential 
structures  within  the  area  of  special 
flood  hazards  to  have  the  lowest  floor 
(including  basement)  elevated  to  or 
above  the  level  of  the  100 -year  flood; 

(3)  Require  new  construction  or  sub¬ 
stantial  improvements  of  nonresidential 
structures  within  the  area  of  special 
flood  hazards  to  have  the  lowest  floor 
(including  basement)  elevated  to  or 
above  the  level  of  the  100-year  flood  or, 
together  with  attendant  utility  and 
sanitary  facilities,  to  be  floodproofed  up 
to  the  level  of  the  100-year  flood; 

(4)  Provide  that  existing  uses  located 
on  land  below  the  elevation  of  the  100- 
year  flood  in  the  coastal  high  hazard 
area  shall  not  be  expanded;  and 
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(5)  Provide  that  no  land  below  the 
level  of  the  100-year  flood  in  a  coastal 
high  hazard  area  may  be  developed  un¬ 
less  the  new  construction  or  substantial 
improvement  (i)  is  located  landward 
of  the  reach  of  the  mean  high  tide,  (ii) 
is  elevated  on  adequately  anchored  piles 
or  columns  to  a  low'est  floor  level  at  or 
above  the  100-year  flood  level  and  se¬ 
curely  anchored  to  such  piles  or  columns, 
and  (iii)  has  no  basement  and  has  the 
space  below  the  lowest  floor  free  of  ob¬ 
structions  so  that  the  impact  of  ab¬ 
normally  high  tides  or  wind -driven  water 
is  minimized. 

§  1910.4  Required  land  use  and  eonircd 
measures  for  mudslide  areas. 

The  Administrator  generally  will  pro¬ 
vide  the  data  upon  which  land  use  and 
control  measures  must  be  based.  If  the 
Administrator  has  not  provided  sufficient 
data  to  furnish  a  basis  for  these  meas¬ 
ures  in  a  particular  community,  the  com¬ 
munity  may  initially  use  geologic  and 
other  data  obtained  from  other  Federal 
or  State  agencies  or  from  consulting 
services,  pending  receipt  of  data  from 
the  Administrator.  However,  when  spe¬ 
cial  hazard  area  designations  and  other 
relevant  technical  data  have  been  fur¬ 
nished  by  the  Administrator,  they  shall 
apply.  In  all  cases  the  minimum  require¬ 
ments  governing  the  adequacy  of  the  land 
use  and  control  measures  for  mudslide- 
prone  raeas  adopted  by  a  particular  com¬ 
munity  depend  on  the  amount  of  tech¬ 
nical  data  formally  provided  to  the 
community  by  the  Administrator.  Mini- 
miun  standards  for  communities  are  as 
follows: 

(a)  When  the  Administrator  has 
Identified  a  community  as  containing 
mudslide  areas  having  special  mudslide 
hazards,  but  has  not  delineated  the  areas 
having  special  mudslide  hazards,  the 
community  must — 

(1)  Require  the  issuance  of  a  permit 
for  any  excavation,  grading,  fill,  or  con¬ 
struction  in  the  community;  and 

(2)  Require  review  of  each  permit  ap¬ 
plication  to  determine  whether  the  pro¬ 
posed  site  and  improvements  will  be 
reasonably  safe  from  mudslides.  If  a 
proposed  site  and  improvements  are  in 
a  location  that  may  have  mudslide  haz¬ 
ards,  a  further  review  must  be  made  by 
persons  qualified  in  geology  and  soils 
engineering;  and  the  proposed  new  con¬ 
struction,  substantial  improvement,  or 
grading  must  (i)  be  adequately  protected 
against  mudslide  damage  and  (ii)  not 
aggravate  the  existing  hazard. 

(b)  When  the  Administrator  has  de¬ 
lineated  the  mudslide  areas  having  spe¬ 
cial  mudslide  hazards  within  a  commu¬ 
nity,  the  community  must  (1)  meet  the 
requirements  of  paragraph  (a)  of  this 
section  and  (2)  adopt  and  enforce  as  a 
minimum  within  such  area  or  areas  the 
provisions  of  the  1970  edition  of  the 
Uniform  Building  Code,  sections  7001 
through  7006,  and  7008  through  7015.  The 
Uniform  Building  Code  is  published  by 
the  International  Conference  of  Building 
Officials,  50  South  Los  Robles,  Pasadena, 
CA  91101. 
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§  1910.5  Exceplions  becautue  of  local 
conditions. 

(a)  The  requirement  that  each  com- 
miuiity  must  have  adopted  adequate  land 
use  and  control  measures  (consistent 
with  the  criteria  set  forth  in  this  sub¬ 
part)  on  or  before  December  31,  1971, 
is  statutory  and  cannot  be  waived.  How¬ 
ever,  the  Administrator  recognizes  that 
exceptional  local  conditions  may  render 
the  adoption  of  a  100-year  flood  standard 
or  other  standards  contained  in  this  sub¬ 
part  premature  or  uneconomic  for  a  par¬ 
ticular  community.  Consequently,  to  meet 
the  December  31,  1971,  statutory  dead¬ 
line,  a  community  may  elect  standards 
of  protection  which  do  not  fully  meet  the 
requirements  of  §  1910.3  or  §  1910.4,  sub¬ 
ject  to  the  provisions  of  this  section. 

(b)  All  local  land  use  and  control 
measures  intended  to  meet  the  require¬ 
ments  of  this  subpart  shall  be  submitted 
to  the  Administrator  after  their  adop¬ 
tion.  If  the  adopted  ordinances  appear  to 
reflect  compliance  with  the  requirements 
of  this  subpart,  they  will  initially  be  ac¬ 
cepted  by  the  Administrator  (without 
detailed  examination)  in  satisfaction  of 
such  requirements,  and  the  sale  of  flood 
insurance  will  be  continued  or  approved 
for  the  community  submitting  them.  If 
the  Administrator  subsequently  deter¬ 
mines  that  the  adopted  land  use  and 
conti'ol  measures  are  inadequate,  either 
in  general  or  In  some  particular  aspect, 
he  may  require  their  modification  within 
a  specified  period  of  time  to  meet  the 
requirements  of  this  subpart  as  a  condi¬ 
tion  of  the  community’s  further  eligibility 
for  flood  insurance. 

(c)  A  community  that  finds  it  neces¬ 
sary  to  adopt  land  use  and  control  meas¬ 
ures  which  vary  from  the  standards  set 
foi'th  in  §  1910.3  or  §  1910.4  shall,  as  a 
condition  of  initial  acceptance  of  such 
measures  by  the  Administrator,  explain 
in  writing  the  nature  and  extent  of  the 
variances  and  the  reasons  for  their  adop¬ 
tion  and  shall  include  supporting  eco¬ 
nomic,  topographic,  hydrologic,  and 
other  technical  data. 

§  1910.6  Rrvisions  of  rrilcrla  for  land 
use  and  ronlrol. 

From  time  to  time  the  regulations  of 
Part  1910  for  land  management  and  use 
may  be  revised  as  experience  is  acquired 
under  the  program  and  new  information 
becomes  available.  Eligible  communities 
will  be  given  a  reasonable  time  to  revise 
local  ordinances  to  comply  with  any  such 
changes. 

Subpart  B — Additional  Considerations 

in  Managing  Flood-Prone  and 

Mudslide-Prone  Areas 
§  1910.21  Purpose  of  siihpart. 

The  purpose  of  this  subpart  is  to  en¬ 
courage  the  formulation  and  adoption  of 
overall  comprehensive  management 
plans  for  flood-prone  and  mudslide- 
prone  areas. 

§  1910.22  State  and  loeui  development 
goals. 

State  and  local  flood  plain  and  mud¬ 
slide  area  land  use  and  control  measures 


should  contribute  to  social  and  economic 
development  goals  by: 

(a)  Diverting  unwarranted  and  un¬ 
wise  development  away  from  flood-prone 
and  mudslide-prone  areas; 

(b)  Encouraging  flood  and  mudslide 
control  and  damage  abatement  efforts 
through  public  and  private  means; 

(c)  Deterring  the  tmnecessary  or  im¬ 
proper  installation  of  public  utilities 
and  public  facilities  in  flood-prone  and 
mudslide-prone  areas;  and 

(d)  Requiring  construction  and  land 
use  practices  that  will  reduce  flooding  re¬ 
sulting  from  surface  runoff,  improper 
drainage,  or  inadequate  storm  sewers, 
and  reduce  the  potential  for  mudslides. 

§  1910.2.3  Planning  conMiilorations  fer 
flood-prone  uroaM. 

(a)  The  goals  of  the  land  use  and  con¬ 
trol  measures  adopted  by  a  community 
for  flood  plain  areas  should  be — 

(1)  To  encourage  only  that  develop¬ 
ment  of  flood-prone  areas  which  (i)  is 
appropriate  in  light  of  the  probability  of 
flood  damage  and  the  need  to  reduce 
flood  loses,  (ii)  is  an  acceptable  social 
and  economic  use  of  the  land  in  relation 
to  the  hazards  involved,  and  (iii)  does 
not  increase  the  danger  to  human  life; 
and 

(2)  To  discourage  all  other  develop¬ 
ment. 

(b)  In  formulating  community  devel¬ 
opment  goals  and  in  adoption  flood  plain 
use  and  control  measures,  each  commu¬ 
nity  should  consider  at  least  the  follow¬ 
ing  factors — 

(1)  Importance  of  diverting  future 
development  to  areas  not  exposed  to 
flooding; 

(2)  Possibilities  of  reserving  flood- 
prone  areas  for  open  space  purposes; 

(3)  Possible  adverse  effects  of  flood 
plain  development  on  other  flood-prone 
areas; 

(4)  How  to  encourage  floodproofing 
to  reduce  the  flood  hazard; 

(5)  Need  for  flood  warning  and  emer¬ 
gency  preparedness  plans; 

(6)  Ne^  to  provide  alternative  vehi¬ 
cular  access  and  escape  routes  to  be 
utilized  when  normal  routes  are  blocked 
or  destroyed  by  flooding; 

(7)  Need  to  establish  minimum  flood¬ 
proofing  and  access  reqxiirements  for 
schools,  hospitals,  nursing  homes,  penal 
institutions,  fire  stations,  police  stations, 
communications  centers,  w'ater  and  sew¬ 
age  pumping  stations,  and  other  public 
or  quasi-public  institutions  already  lo¬ 
cated  in  the  flood-prone  area,  to  enable 
them  to  withstand  flood  damage,  and  to 
facilitate  emergency  operations; 

(8)  Need  to  improve  local  drainage 
and  to  control  any  increased  runoff  that 
might  increase  the  danger  of  flooding  or 
mudslides  elsewhere  in  the  area; 

( 9 )  Need  to  coordinate  local  plans  with 
neighboring  flood  plain  and  mudslide 
area  management  and  conservation  pro¬ 
grams; 

(10)  Possibilities  of  acquiring  land  or 
land  development  rights  for  public  pur¬ 
poses  consistent  with  effective  flood  plain 
management; 

(11)  State  and  local  water  pollution 
control  requirements; 
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(12)  For  riverine  areas,  the  need  for 
requiring  subdividers  to  furnish  delinea¬ 
tions  of  limits  of  floodways  before  ap¬ 
proving  a  subdivision;  and 

(13)  P\)r  coastal  areas,  the  need  to 
establish  programs  for  building  bulk¬ 
heads,  seawalls,  breakwaters,  and  other 
damage  abatement  structures,  and  for 
preserving  natural  barriers  to  flooding, 
such  as  sand  dunes  and  vegetation. 

§  1910.21  Planning  considorutions  fur 
niud!>lidc>pronc  areas 

The  planning  process  for  areas  iden¬ 
tified  in  Part  1915  of  this  subchapter  as 
containing  mudslide  areas  having  special 
mudslide  hazards  or  which  indicate  in 
their  applications  for  floed  Insurance 
coverage  pursuant  to  §  1909.22  of  this 
subchapter  that  they  have  a  history  of, 
or  potential  for,  mudslide  problems, 
should  consider — 

(a)  The  existence  and  extent  of  the 
hazard  as  evaluated  by  competent  profes¬ 
sionals; 

(b)  The  potential  effects  of  inappro¬ 
priate  hillside  development,  including  (1) 
loss  of  life  and  personal  injuries,  and  (2) 
public  and  private  property  losses,  costs, 
liabilities,  and  exposures  resulting  from 
potential  mudslide  hazards; 

(c)  The  means  of  avoiding  the  hazard, 
including  the  (1)  availability  of  land 
which  is  not  mudslide-prone  and  the 
feasibility  of  developing  such  land  in¬ 
stead  of  further  encroaching  upon  mud¬ 
slide  areas,  (2)  possibility  of  public  ac¬ 
quisition  of  land,  easements,  and  devel¬ 
opment  rights  to  assure  the  proper  de¬ 
velopment  of  hillsides,  momitainsides, 
cliffs,  and  palisades,  and  (3)  advisability 
of  preserving  mudslide  areas  as  open 
space; 

(d)  The  means  of  adjusting  to  the 
hazard,  including  the  (1)  establishment 
by  ordinance  of  site  exploration.  Investi¬ 
gation,  design,  grading,  construction. 
Ailing,  compacting,  foimdation,  sewerage, 
drainage,  subdrainage,  planting,  inspec¬ 
tion  and  maintenance  standards  and  re¬ 
quirements  that  promote  proper  land 
use,  and  (2)  provision  for  proper  drain¬ 
age  and  subdrainage  on  public  property 
and  the  location  of  public  utilities  and 
service  facilities,  such  as  sewer,  water, 
gas  and  electrical  systems  and  streets  in 
a  manner  designed  to  minimize  exposure 
to  mudslide  hazards  and  prevent  their 
aggravation; 

(e)  Coordination  of  land  use,  sewer, 
and  drainage  regulations  and  ordinances 
with  Are  prevention,  flood  plain,  mud¬ 
slide,  soil,  land,  and  water  regulation  in 
neighboring  areas; 

(f)  Planning  subdivisions  and  other 
developments  in  such  a  manner  as  to 
avoid  exposure  to  mudslide  hazards  and 
the  control  of  public  facility  and  utility 
extension  to  discoiu'age  inappropdate 
development; 

(g)  Public  facility  location  and  design 
requirements  with  higher  site  stability 
and  access  standards  for  schools,  hos¬ 
pitals,  nursing  homes,  correctional  and 
other  residential  institutions.  Are  and 
poli(;e  stations,  communication  centers, 
electric  power  transformers  and  substa¬ 
tions,  water  and  sewer  pumping  stations. 
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and  any  other  public  or  quasi-public  In¬ 
stitutions  located  in  the  mudslide  area, 
to  enable  them  to  withstand  mudslide 
damage  and  to  facilitate  emergency 
operations;  and 

(h)  Provision  for  emergencies,  includ¬ 
ing  (1)  warning,  evacuation,  abatement, 
and  access  procedures  in  the  event  of 
mudslides,  (2)  enactment  of  public  meas¬ 
ures  and  initiation  of  private  procedures 
to  limit  danger  and  damage  from  con¬ 
tinued  or  future  mudslides,  (3)  Are  pre¬ 
vention  procedures  in  the  event  of  the 
rupture  of  gas  or  electrical  distribution 
systems  by  mudslides,  (4)  provisions  to 
avoid  contamination  of  water  conduits 
or  deterioration  of  slope  stability  by  the 
rupture  of  such  systems,  (5)  similar  pro¬ 
visions  for  sewers  which  in  the  event  of 
rupture  pose  both  health  and  site  stabil¬ 
ity  hazards,  and  (6)  provisions  for  alter¬ 
native  vehicular  access  and  escape  routes 
when  normal  routes  are  blocked  or 
destroyed  by  mudslides. 

§1910.23  State  rourdinalion. 

(а)  State  participation  in  furthering 
the  objectives  of  this  part  should 
include — 

(1)  Enacting  land  use  and  control 
measures  which  regulate  flood  plain  and 
mudslide  area  land  use; 

(2)  Enacting  where  necessary,  legis¬ 
lation  to  enable  counties  and  municipal¬ 
ities  to  regulate  flood  plain  and  mudslide 
area  land  use; 

(3)  Designating  an  agency  of  the 
State  government  to  be  responsible  for 
coordinating  Federal,  State,  and  local 
aspects  of  flood  plain  and  mudslide  area 
management  activities  in  the  State; 

(4)  Assisting  in  the  delineation  of 
mudslide  areas,  riverine  floodways,  and 
coastal  high  hazard  areas  and  providing 
all  relevant  technical  data  to  the 
Administrator; 

(5)  Establishing  minimum  State  flood 
plain  and  mudslide  regulatory  standards 
consistent  with  those  established  in  this 
part; 

(б)  Guiding  and  assisting  mimicipal 
and  county  public  bodies  and  agencies 
in  developing  flood  plain  and  mudslide 
area  management  plans  and  land  use 
and  control  measures; 

(7)  Recommending  priorities  for  rate¬ 
making  studies  among  those  communi¬ 
ties  of  the  State  which  qualify  for  such 
studies; 

(8)  Commimicating  flood  plain  and 
mudslide  area  information  to  local 
governments  and  to  the  general  public; 

(9)  Participating  in  flood  and  mud¬ 
slide  warning  and  emergency  prepared¬ 
ness  programs; 

(10)  Assisting  communities  in  dissem¬ 
inating  information  on  minimum  eleva¬ 
tions  for  structures  permitted  in  flood 
plain  and  mudslide  areas  having  special 
hazards; 

(11)  Advising  public  and  private 
agencies  (particularly  those  whose  activ¬ 
ities  or  projects  might  obstruct  drainage 
or  the  flow  of  rivers  or  streams  or  In¬ 
crease  slope  instability)  on  the  avoidance 
of  unnecessary  aggravation  of  flood  and 
mudslide  hazards; 
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(12)  Requiring  that  proposed  uses  of 
flood  plain  and  mudslide-prone  areas 
conform  to  standards  established  by 
State  environmental  and  water  pollution 
control  agencies  to  assure  that  proper 
safeguards  are  being  provided  to  prevent 
pollution;  and 

(13)  Providing  local  communities  with 
Information  on  the  program,  with  par¬ 
ticular  emphasis  on  the  coordination  of 
State  and  Federal  requirements  pertain¬ 
ing  to  the  management  of  flood-prone 
and  mudslide-prone  areas. 

(b)  For  States  whase  flood  plain  man¬ 
agement  program  substantially  encom¬ 
pass  the  activities  described  in  para¬ 
graph  (a)  of  this  section,  the  Adminis¬ 
trator  will — 

( 1 )  Give  special  consideration  to  State 
priority  recommendations  before  select¬ 
ing  communities  for  ratemaking  studies 
from  the  register  described  in  §  1909.23 
of  this  subchapter ;  and 

(2)  Seek  State  approval  of  local  flood 
plain  and  mudslide  area  land  use  and 
control  measures  before  Anally  accepting 
such  measures  as  meeting  the  require¬ 
ments  of  this  part. 

§  1910.26  Ix)t'al  roordinalion. 

(a)  Local  flood  plain  and  mudslide 
area  management,  flood  forecasting, 
flood  and  mudslide  emergency  prepared¬ 
ness,  and  flood  and  mudslide  control  and 
damage  abatement  programs  should  be 
coordinated  with  relevant  Federal,  State, 
and  regional  programs. 

(b)  A  locality  adopting  land  use  and 
control  measures  pursuant  to  thes*'  cri¬ 
teria  should  arrange  for  coordination 
with  the  appropriate  State  agency  of  its 
program  of  information  and  education 
designed  to  promote  public  acceptance 
and  use  of  sound  flood  plain  and  mudslide 
area  management  practices. 

PART  1911— INSURANCE  COVERAGE 
AND  RATES 

Sec. 

1911.1  Special  definitions. 

1911.2  Purpose  of  part. 

1911.3  Types  of  proi)ertles  eligible  for  cov¬ 

erage. 

1911.4  Limitations  on  coverage. 

1911.5  Special  terms  and  conditions. 

1911.6  Maximum  amounts  of  coverage 

available. 

1911.7  Premium  rate  determinations. 

1911.8  Applicability  of  actuarial  rates. 

191 1 .9  Establishment  of  chargeable  rates. 

1911.10  Minimum  policyholder  premiums. 

Authority:  The  provisions  of  this  Part 
1911  issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3536(d):  sec.  1306,  82  Stat.  575;  42 
U.S.C.  4013. 

§1911.1  Spreial  (leniiitiunN. 

The  deflnitions  set  forth  in  §  1909.1  of 
this  subchapter  are  applicable  to  this 
part  except  that,  for  the  purposes  of  this 
part — 

(a)  “Flood”  means  a  general  and  tem¬ 
porary  condition  of  partial  or  complete 
inundation  of  normally  dry  land  areas 
from  (1)  the  overflow  of  inland  or  tidal 
waters,  (2)  the  unusual  and  rapid  accu¬ 
mulation  or  runoff  of  surface  waters  from 
any  source,  or  (3)  mudslides  which  are 
caused  or  precipitated  by  accumulations 
of  water  on  or  under  the  ground;  and 
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(b)  “Eligible  dwelling  ’  means  a  resi¬ 
dential  structure  (including  a  townhouse 
or  rowhouse)  containing  four  units  or 
less,  which  is  either  (1)  separated  from 
other  structures  by  standard  firewalls 
or  open  space,  or  (2)  contiguous  to  the 
grovmd  and  customarily  regarded  as  a 
separate  structure.  The  term  does  not 
include  apartment,  cooperative,  or  con¬ 
dominium  complexes  containing  more 
than  four  imits,  whether  or  not  such 
xmits  have  separate  legal  titles,  except 
where  such  imits  comply  with  subpara¬ 
graph  (1)  or  (2)  of  this  paragraph. 

§  1911.2  Purpose  of  pari. 

'This  part  describes  the  types  of  prop¬ 
erties  eligible  for  flood  insurance  cov¬ 
erage  under  the  program,  the  limits  of 
such  coverage,  and  the  premium  rates 
actuaUy  to  be  paid  by  insureds.  The  spe- 
ciflc  communities  eligible  for  coverage 
are  designated  by  the  Administrator  from 
time  to  time  as  applications  are  approved 
under  the  emergency  program  and  as 
individual  ratemaking  studies  are  com¬ 
pleted  under  the  regular  program.  Lists 
of  such  communities  are  periodically 
published  under  Part  1914  of  this 
subchapter. 

§  1911.3  Types  of  properties  eligible  for 
coverage. 

(a)  Insurance  coverage  for  structures 
under  the  program  is  currently  available 
only  for  eligible  dwellings  and  for  small 
business  properties,  as  defined  in 
§  1909.1  of  this  subchapter  and  §1911.1. 
It  is  expected  that  coverage  for  other 
classes  of  properties  .will  become  avail¬ 
able  at  a  later  date  if  it  appears  that 
the  overall  purposes  of  the  program,  in¬ 
cluding  the  adoption  by  communities  of 
adequate  land  use  and  control  meas¬ 
ures,  are  being  accomplished. 

(b)  Insurance  coverage  for  contents 
is  available  only  for  content  of  eligible 
dwellings  and  small  business  properties 
but  may  be  purchased  separately  from 
structural  coverage. 

(c)  Only  businesses  that  meet  the 
definition  of  small  business  in  §1909.1 
of  this  subchapter  may  purchase  insur¬ 
ance  for  a  small  business  property. 

(d)  A  business  concern  may  represent 
in  its  application  for  insurance  that  it 
is  a  small  business.  In  the  absence  of 
information  which  would  cause  the  Na¬ 
tional  Flood  Insurers  Association  to 
question  the  self-certification,  the  Asso¬ 
ciation  will  accept  it  at  face  value.  How¬ 
ever,  such  representation  is  subject  to 
review  by  the  Association  after  the  oc¬ 
currence  of  a  loss  but  prior  to  the  set¬ 
tlement  of  a  claim.  If  the  insured  can¬ 
not  show  that  it  qualified  as  a  small 
business  at  the  time  of  application,  the 
Association  may  deny  the  claim  and 
retain  all  or  that  portion  of  the  premi¬ 
um  necessary  to  meet  the  costs  of  in¬ 
vestigating  and  processing  the  claim. 

§  191 1.4  Limitation!,  on  coverage. 

(a)  All  flood  insurance  made  available 
under  the  program  is  subject — 

( 1 )  To  the  terms  and  conditions  of  the 
Standard  Flood  Insurance  Policy,  which 
shall  be  approved  by  the  Administrator 
as  to  both  substance  and  form; 


(2)  To  the  specified  limits  of  coverage 
set  forth  in  the  Application  and  Declara¬ 
tions  page  of  the  policy;  and 

(3)  To  the  maximum  limits  of  coverage 
set  forth  in  §  1911.6. 

(b)  Insurance  imder  the  program  is 
available  only  for  loss  due  to  flood,  as 
defined  in  §  1911.1.  The  policy  covers 
damage  from  a  general  condition  of 
flooding  or  mudslides  in  the  area  which 
results  from  other  than  natural  causes, 
such  as  the  breaking  of  a  dam,  but  does 
not  cover  water  or  mudslide  damage 
which  results  from  causes  on  the  in¬ 
sured’s  own  property  or  within  his  control 
or  from  any  condition  which  causes 
flooding  or  mudslide  damage  which  is 
substantially  confined  to  the  insured 
premises  or  properties  immediately  ad¬ 
jacent  thereto. 

(c)  The  policy  does  not  cover  losses 
from  rain,  snow,  sleet,  hail,  or  water 
spray.  It  covers  losses  from  freezing  or 
thawing,  or  from  the  pressure  or  weight 
of  ice  and  water,  only  where  they  occur 
simultaneously  with  and  as  a  part  of 
flood  damage.  It  covers  mudslide  but  does 
not  cover  damage  from  earthquakes  or 
similar  earth  movements  which  are  vol¬ 
canic  or  tectonic  in  origin.  It  does  not 
cover  losses  caused  by  erosion. 

(d)  The  policy  protects  against  loss 
to  contents  only  at  the  location  described 
in  the  application,  except  that  contents 
necessarily  removed  from  the  premises 
for  preservation  from  a  flood  or  mudslide 
are  protected  against  loss  or  damage 
from  flood  or  mudslide  at  the  new  loca¬ 
tion  pro  rata  for  a  period  of  30  days. 

§  1911.5  Spec-iiil  icrnis  anil  rondilion!:. 

The  following  terms  and  conditions  of 
the  Standard  Flood  Insurance  Policy 
should  be  especially  noted — 

(a)  No  flood  insurance  is  available  for 
properties  declared  by  a  duly  constituted 
State  or  local  zoning  or  other  authority  to 
be  in  violation  of  any  flood  plain  or  mud¬ 
slide  area  management  or  control  law, 
regulation,  or  ordinance. 

(b)  In  order  to  reduce  the  adminis¬ 
trative  costs  of  the  program,  of  which 
the  Federal  Government  pays  a  major 
share,  payment  of  the  full  policyholder 
premium  must  be  made  at  the  time  of 
application. 

(c)  Because  of  the  seasonal  nature  of 
flooding,  refunds  of  premiums  upon  can¬ 
cellation  of  coverage  by  the  insured  are 
permitted  only  il  he  ceases  to  have  an 
ownership  interest  in  the  covered  prop¬ 
erty  at  the  location  described  in  the 
policy. 

(d)  Each  loss  sustained  by  the  insured 
is  subject  to  a  deductible  provision  under 
which  the  insured  bears  a  portion  of  the 
loss  before  payment  is  made  under  the 
policy.  The  amount  of  the  deductible  for 
each  loss  occurrence  is  (1)  for  structural 
losses,  $200  or  2  percent  of  the  amount 
of  coverage  applicable  to  the  structure, 
whichever  is  greater,  and  (2)  for  con¬ 
tents  losses,  $200  or  2  percent’  of  the 
amount  of  coverage  applicable  to  the 
contents,  whichever  is  greater. 

(e)  Payment  for  a  loss  under  the  policy 
does  not  reduce  the  amount  of  insurance 
applicable  to  any  other  loss  during  the 


policy  term  which  arises  out  of  a  separr.tc 
flood  or  mudslide  occurrence,  but  all 
losses  arising  out  of  a  continuous  or  pro¬ 
tracted  occurrence  are  deemed  to  have 
arisen  out  of  a  single  occurrence. 

(f)  The  insured  may  apply  up  t?,  1..  . 
not  in  excess  of,  10  percent  of  the  face 
amount  of  the  structural  coverage  un.\ 
a  dwelling  policy  to  appurtenant  stiuc- 
tures  and  outbuildings  (such  as  carpoi  is. 
garages,  and  guest  houses)  if  they  d  j 
not  constitute  separate  properties.  li  any 
such  building  constitutes  a  separata 
dwelling  or  small  business  property,  it 
must  be  insured  under  a  separate  policy. 

(g)  The  following  are  not  insurable 
under  the  program:  Outdoor  swimming 
pools,  boathouses,  bulkheads,  wharves, 
piers,  and  docks. 

(h)  The  contents  coverage  for  d..c’I- 
ing  properties  excludes  money  and  se¬ 
curities,  birds  or  animals,  most  motor  ve  - 
hides,  boats,  trailers,  business  propeity, 
and  certain  other  types  of  property.  It 
provides  only  limited  amounts  of  protec¬ 
tion  for  certain  other  items,  such  as 
paintings  and  jewelry. 

(i)  The  policy  on  an  eligible  propeity 
may  be  canceled  by  the  insurer  only  for 
nonpayment  of  premium.  However,  any 
willful  misrepresentation  or  concealment 
of  any  material  fact  by  the  insured  at 
any  time  voids  the  entire  policy  as  of  the 
date  the  wrongful  act  was  committed. 

§  1911.6  Maximum  amounts  of  rever- 
age  available. 

The  maximum  limits  of  coverage  oi 
the  policy  under  the  regular  program  are 
the  following,  and  the  maximum  limits 
of  coverage  under  the  emergency  pro¬ 
gram  are  one-half  the  following — 

(a)  For  dwelling  properties  containing 
only  one  unit: 

(1)  $35,000  structural  coverage, 

(2)  $10,000  contents  coverage,  which 
may  be  purchased  by  the  owner  or  the 
tenant; 

(b)  For  dwelling  properties  contain¬ 
ing  two  to  four  units: 

( 1 )  $60,000  aggregate  structural  cover¬ 
age, 

(2)  $10,000  contents  coverage  for  each 
unit,  which  may  be  purchased  by  the 
owner  or  the  tenant; 

(c)  For  small  business  properties: 

(1)  $60,000  aggregate  structural  cover¬ 
age, 

(2)  $10,000  contents  coverage  for  con¬ 
tents  related  to  the  premises  of  each 
small  business  occupant. 

§1911.7  Premium  rate  determinations. 

(a)  Pursuant  to  section  1307  of  the  Act, 
the  Administrator  is  authorized  to  under¬ 
take  studies  and  investigations  to  enable 
him  to  estimate  the  risk  premium  rates 
necessary  to  provide  flood  insurance  in 
accordance  with  accepted  actuarial  prin¬ 
ciples,  including  applicable  operating 
costs  and  allowances.  Such  rates  are  re¬ 
ferred  to  in  this  subchapter  as  “actu¬ 
arial  rates.’’ 

(b)  The  Administrator  is  also  au¬ 
thorized  to  estimate  the  rates  which  can 
reasonably  be  charged  to  insureds  in 
order  to  encourage  them  to  purchase  the 
flood  insurance  made  available  under  the 
program.  Such  rates  are  referred  to  in 
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this  subchapter  as  “chargeable  rates  ” 
Generally,  for  areas  having  special  flood 
hazards,  chargeable  rates  are  considera¬ 
bly  lower  than  actuarial  rates. 

§  1911.8  Applicability  of  actuarial  rates. 

Actuarial  rates  are  applicable  to  all 
flood  insurance  made  available  for — 

(a)  Any  property,  the  construction  or 
substantial  improvement  of  which  was 
started  after  the  Administrator  has 
identified  the  area  in  which  the  property 
is  located  as  an  area  having  special  flood 
or  mudslide  hazards  under  Part  1915  of 
this  subchapter;  and 

(b)  Coverage  which  exceeds  the  fol¬ 
lowing  limits: 

(1)  For  dwelling  properties  (i)  $17,500 
aggregate  liability  for  any  property  con¬ 
taining  only  one  imit,  (ii)  $30,000  for 
any  property  containing  more  than  one 
unit,  and  (iii)  $5,000  aggregate  liability 
per  unit  for  any  contents  related  to  such 
imit;  and 

(2)  For  a  small  business  property  (i) 
$30,000  for  the  structure,  and  (ii)  $5,000 
for  contents  for  each  small  business  oc¬ 
cupant;  and 

(c)  Any  eligible  property  for  which  the 
chargeable  rates  prescribed  by  this  part 
would  exceed  the  actuarial  rates. 

§  1911.9  Estabii^ilinient  of  chargeable 
rates. 

(a)  Pursuant  to  section  1308  of  the 
Act,  chargeable  rates  per  year  per  $100 
of  flood  Insurance  are  established  as 
shown  in  the  following  table  for  all  areas 
designated  by  the  Administrator  under 
Part  1914  of  this  subchapter  for  the  of¬ 
fering  of  flood  insurance — 


Rate  Rato 


Type  of 
structure 

Value  of 
structure 

per  year 
per  $100 
coverage 
on  struc¬ 
ture 

per  year 
per  $100 
coverage 
on  con¬ 
tents 

(1)  Sinylo  unit 

$17,500  and  under. 

$0.40 

$0.60 

dwelling 

$17,601-$36,000 . 

.46 

.66 

property. 

$36,601  and  over... 

,60 

.60 

(2j  Two-to-four 

$30,000  and  under. 

.40 

.50 

unit  dwelling 

$30,001-$60,000 . 

.46 

.66 

property. 

$60,001  and  over... 

.60 

.60 

(3)  Small  busl- 

$30,000  and  under. 

.60 

1.00 

ness  prop- 

$30,001-$60,000 . 

.60 

1.00 

erty. 

$60,001  and  over... 

.70 

1.00 

§  1911.10  Minimum  policyholder  pre¬ 
miums. 

The  minimum  policyholder  premium 
required  for  any  policy,  regardless  of  the 
amoimt  of  coverage,  is  $25.  The  mini¬ 
mum  policyholder  premium  required  for 
any  added  coverage  or  increase  in  the 
amount  of  coverage  during  the  term  of 
an  existing  policy  is  $4,  regardless  of  the 
length  of  the  unexpired  term  of  the 
policy  at  the  time  of  the  change. 

PART  1912— SALE  OF  INSURANCE 
AND  ADJUSTMENT  OF  CLAIMS 

Subpart  A — Ittuance  of  Policitt 

Sec. 

1912.1  Purpose  of  part. 

1912.2  National  Flood  Insurers  Association. 

1912.3  Limitations  on  sale  of  policies. 

Subpart  B— Claims  Ad|u$tment  and  Judicial 
Review 

1912.21  Claims  adjtistment. 

1912.22  Judicial  review. 


Authositt:  The  provisions  of  this  Part 
1912  Issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3635(d):  sec.  1306,  82  Stat.  575;  42 
U.S.C.  4013. 

Subpart  A — Issuance  of  Policies 
§  1912.1  Purpose  of  part. 

The  purpose  of  this  part  is  to  set  forth 
the  manner  in  which  flood  insurance 
under  the  program  is  made  available  to 
the  general  public  in  those  communities 
designated  as  eligible  for  the  sale  of  in¬ 
surance  under  Part  1914  of  this  subchap¬ 
ter,  and  to  prescribe  the  general  method 
by  which  claims  for  losses  are  paid. 

§  1912.2  INalional  Flood  Insurers  Asso¬ 
ciation. 

(a)  Pursuant  to  sections  1331  and  1332 
of  the  Act,  the  Administrator  has  en¬ 
tered  into  the  agreement  with  the  Asso¬ 
ciation  to  authorize  it  to  provide  the 
flood  insurance  coverage  under  the  pro¬ 
gram  in  communities  designated  by  the 
Administrator  and  to  assume  responsi¬ 
bility  for  the  adjustment  and  payment 
of  claims  for  losses. 

(b)  Membership  in  the  Association 
shall  be  open  to  any  insurance  company 
or  other  insurer  which — 

(1)  Is  authorized  to  engage  in  the 
insurance  business  under  the  laws  of  any 
State; 

(2)  Has  total  assets  of  at  least  $1 
million; 

(3)  Agrees  to  assume  a  minimum  net 
loss  liability  of  $25,000  under  policies  of 
insurance  issued  in  the  name  of  the  Asso¬ 
ciation  for  each  accounting  period  of 
membership; 

(4)  Pays  an  admission  fee  equal  to 
$50  for  each  $25,000  of  participation;  and 

(5)  Agrees  to  such  other  reasonable 
conditions  as  the  Association  may  pre¬ 
scribe,  subject  to  the  approval  of  the 
Administrator. 

(c)  No  insurer  shall  be  admitted  to 
membership  in  the  Association  for  a 
term  less  than  a  full  accoimting  period, 
nor  subsequent  to  July  1  of  any  account¬ 
ing  period,  as  defined  in  §  1909.1  of  this 
subchapter. 

(d)  Under  the  agreement,  any  insur¬ 
ance  company  or  other  insurer,  insurance 
agent  or  broker,  or  insurance  adjustment 
organization  desiring  to  cooperate  with 
the  Association  as  fiscal  agent  or  other¬ 
wise,  is  permitted  to  do  so  to  the  maxi¬ 
mum  extent  practicable.  The  Association 
will  use  its  best  efforts  to  arrange  for 
the  issuance  of  flood  insurance  to  any 
person  qualifying  for  such  coverage  un¬ 
der  Parts  1911  and  1914  of  this  subchap¬ 
ter  who  submits  an  application  to  either 
a  member  or  nonmember  company  in 
accordance  with  the  terms  and  condi¬ 
tions  of  the  agreement. 

(e)  Commimications  concerning  mem¬ 
bership  in  or  cooperation  with  the  Asso¬ 
ciation  should  be  addressed  directly  to 
the  National  Flood  Insurers  Association, 
160  Water  Street,  New  York,  NY  10038. 

§  1912.3  Limitations  on  sale  of  polieies. 

(a)  Each  participating  or  cooperating 
insurer  offering  flood  insurance  tmder 
the  program  shall  be  deemed  to  have 
agreed,  as  a  condition  of  such  participa¬ 
tion  or  cooperation,  that  it  shall  not  offer 
flood  insurance  under  any  authority  or 


auspices  in  any  amount  within  the  max¬ 
imum  limits  of  coverage  specified  in 
§  1911.6  of  this  subchapter,  in  any  area 
the  Administrator  designates  in  Part 
1914  of  this  subchapter  as  eligible  for 
the  sale  of  flood  insurance  imder  the 
program,  other  than  in  accordance  with 
this  part,  the  agreement,  and  the  Stand¬ 
ard  Flood  Insurance  Policy  issued  pur¬ 
suant  thereto.  Violation  of  this  condi¬ 
tion  shall,  at  the  discretion  of  the  Ad¬ 
ministrator,  exclude  the  violator  from 
an'^  further  membership  in  or  coopera¬ 
tion  with  the  Association  or  the  program. 

(b)  The  agreement  and  all  activities 
thereunder  are  subject  to  title  VI  of  the 
Civil  Rights  Act  of  1964,  42  U.S.C.  2000d. 
and  to  the  applicable  Federal  regulations 
and  requirements  issued  from  time  to 
time  pursuant  thereto.  No  person  shall 
be  excluded  from  participation  in,  denied 
the  benefits  of,  or  subjected  to  discrimi¬ 
nation  under  the  program,  on  the  ground 
of  race,  color,  or  national  origin.  Any 
complaint  or  information  concerning  the 
existence  of  any  such  unlawful  discrimi¬ 
nation  in  any  matter  within  the  purview 
of  this  part  should  be  referred  to  the 
Administrator. 

Subpart  B — Claims  Adjustment  and 
Judicial  Review 
§1912.21  Oaims  adjustment. 

(a)  In  accordance  with  the  agree¬ 
ment,  the  Association  shall  arrange  for 
the  prompt  adjustment  and  settlement 
of  all  claims  arising  from  policies  of  in¬ 
surance  issued  tmder  the  program.  In¬ 
vestigation  of  such  claims  may  be  made 
through  the  facilities  of  its  members, 
nonmember  insurers,  or  insurance  ad¬ 
justment  organizations,  to  the  extent  re¬ 
quired  and  appropriate  for  the  expedi¬ 
tious  processing  of  such  claims.  Settle¬ 
ments  so  made  and  loss  adjustment  ex- 
E>enses  so  incurred  shall,  subject  to  audit, 
be  binding  on  the  Administrator. 

(b)  All  adjustment  of  losses  and  set¬ 
tlements  of  claims  shall  be  made  in  ac¬ 
cordance  with  the  terms  and  conditions 
of  the  policy  and  Parts  1911  and  1912  of 
this  subchapter. 

§  1912.22  Judicial  review. 

Upon  the  disallowance  by  the  Asso¬ 
ciation  of  any  claim,  or  upon  the  refusal 
of  the  claimant  to  accept  the  amount 
allowed  upon  any  such  claim,  the  claim¬ 
ant,  within  1  year  after  the  date  of  mail¬ 
ing  of  the  notice  of  disallowance  or 
partial  disallowance  of  the  claim,  may, 
pursuant  to  section  1333  of  the  Act,  in¬ 
stitute  an  action  on  such  claim  against 
either  the  Association  or  the  participat¬ 
ing  insiirer  which  denied  the  claim,  in 
the  U.S.  district  court  for  the  district 
in  which  the  insured  property  or  the 
major  portion  thereof  shall  have  been 
situated,  without  regard  to  the  amoimt 
in  controversy. 

PART  1913— EXEMPTION  FROM 

DENIAL  OF  FEDERAL  DISASTER 

BENEFITS 

Sec. 

1913.1  Purpose  of  part. 

1913.2  Definition  of  low-income  person. 

1913.3  Exemption  of  low-income  persons. 
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AtrrHoarrr:  The  provisions  ot  tbls  Part 

1913  issued  under  sec.  7(d),  70  Stai.  670;  42 
U.S.C.  3535(d);  sec.  1314,  82  Stat.  579;  48 
U.S.C.  4021. 

§  1913.1  Purpose  of  part. 

The  purpose  of  this  part  is  to  state  the 
circumstances  in  which  the  provisions  of 
subsection  1314(a)  (2)  of  the  Act  shall 
not  apply  to  low-income  persons.  Subsec¬ 
tion  1314(a)  (2)  provides  that  no  Fed¬ 
eral  disaster  assistance  shall  be  made 
available  to  any  persons  for  the  physical 
loss,  destruction,  or  damage  of  real  or 
personal  property  to  the  extent  that  such 
loss,  destruction,  or  damage  could  have 
been  covered  by  flood  insurance  made 
available  imder  the  authority  of  the  Act, 
and  provided  that  such  loss,  destruction, 
or  damage  occurred  subsequent  to  1  irear 
following  the  date  flood  insurance  was 
made  available  in  the  area  in  which  the 
property  was  located. 

§  1913.2  Definition  of  low-income 
person. 

“Liow-income  person”  means  an  in¬ 
dividual  or  family,  as  defined  in  §  235.5 
of  this  title,  having  an  adjusted  annual 
income,  as  defined  in  §  235.5  of  this  title, 
not  exceeding  the  approved  regular  in¬ 
come  limits  for  eligibility  for  housing  im¬ 
der  sections  235  and  236  of  the  National 
Housing  Act  (12  UH.C.  1715  z  and  z-1), 
as  periodically  established  by  the  De¬ 
partment  for  the  community  in  which 
the  property  is  situated. 

§  1913.3  Exemption  of  low-income 
persons. 

The  provisions  of  subsection  1314(a) 

(2)  of  the  Act  shall  not  be  applicable  to 
low-income  persons  under  any  circum¬ 
stances. 

PART  1914 — ^AREAS  ELIGIBLE  FOR 
THE  SALE  OF  INSURANCE 

Sec. 

1314.1  Purpose  of  part. 

1914.2  Flood  Insiu'ance  maps. 

1914.3  Procedures  under  the  emergency 

program. 

1914.4  List  of  eligible  conununlties. 

Authoeitt:  The  provisions  of  this  Part 

1914  issued  under  sec.  7(d),  79  Stat.  670;  42 
n.S.C.  3535(d);  sec.  1360,  82  Stat.  587;  42 
U.S.C.  4101. 

§  1914.1  Purpose  of  part. 

(a)  Sections  1360  and  1307  of  the  Act 
contemplate  that  flood  insurance  under 
the  regiilar  program  will  be  offered  in 
communities  only  after  the  Administra¬ 
tor  has  Identifl^  the  areas  of  special 
flood  and/or  mudslide  hazards  within 
the  community  under  Part  1915  of  this 
subchapter  and  has  completed  a  rate- 
making  study  for  the  applicant  com¬ 
munity.  A  period  of  15  years  ending 
July  31,  1983,  was  allotted  for  this  pur¬ 
pose.  The  priorities  for  conducting  such 
ratemaking  studies  are  set  forth  in 
§S  1909.23  and  1910.25  of  this  subchap¬ 
ter.  A  purpose  of  this  part  is  periodically 
to  list  those  ccMnmunities  in  which  rate- 
making  studies  have  been  completed, 
actuarial  rates  have  been  established, 
and  the  sale  of  insurance  imder  the  regu¬ 
lar  program  has  been  authorized. 


(b)  Section  1336  of  the  Act  authorizes 
an  emergency  Implementation  of  the 
Federal  Flood  Insurance  Program  where¬ 
by,  for  a  period  ending  on  December  31, 
1971,  the  Administrator  may  make  subsi¬ 
dized  coverage  available  to  eligible  com¬ 
munities  prior  to  the  completion  of  rate¬ 
making  studies  for  such  areas.  This  part 
also  describes  procedures  under  the 
emergency  program  and  lists  communi¬ 
ties  which  become  eligible  under  that 
program. 

§  1914.2  Flood  insurance  maps. 

(a)  The  following  maps  may  be  pre¬ 
pared  for  use  by  the  Administrator  and 
the  eligible  community  in  connection 
with  the  sale  of  flood  insurance — 

(1)  Emergency  Flood  Insurance  Map. 
This  map  is  used  to  delineate  an  area 
for  which  the  Administrator  has  author¬ 
ized  the  sale  of  flood  insurance  under  the 
emergency  program.  Such  a  map  will 
usually  be  issued  only  when  the  area  for 
which  the  sale  of  flood  insurance  has 
been  authorized  does  not  conform  pre¬ 
cisely  to  the  boundaries  of  the  eligible 
community. 

(2)  Flood  Insura'iice  Rate  Map.  This 
map  is  prepared  alter  the  ratemaking 
study  for  the  community  has  been  com¬ 
pleted  and  actuarial  rates  have  been 
established,  and  enables  the  Adminis¬ 
trator  to  authorize  the  sale  of  flood  In¬ 
surance  under  the  regular  program.  It 
indicates  the  actuarial  rate  zones  ap¬ 
plicable  to  the  community.  The  ssrmbols 
used  to  designate  these  zones  are  as 


follows: 

Zone  symbol  Category 

A _  Area  of  special  flood  hazards. 

V _  Area  of  special  flood  hazards 

with  velocity. 

B _  Area  of  moderate  flood 

hazards. 

C _  Area  of  minimal  flood  hazards. 

D _  Area  of  undetermined,  but 

possible,  flood  hazards. 

M _  Area  of  special  mudslide 

hazards. 

N _  Area  of  moderate  mudslide 

hazards. 

C _  Area  of  minimal  mudslide 

hazards. 

P _  Area  of  undetermined,  but 

possible,  mudslide  hazards. 


Areas  identified  as  subject  to  both  flood 
and  mudslide  hazards  will  be  designated 
by  use  of  the  proper  symbols  in  combi¬ 
nation.  For  example,  the  symbol  “AN” 
would  indicate  an  area  subject  to  both 
special  flood  ha2iards  and  moderate  mud¬ 
slide  hazards.  Areas  subject  to  only  one 
hazard  or  where  both  hazards  are  mini¬ 
mal  will  be  identified  by  only  one  symbol. 

(3)  Flood  Hazard  Boundary  Map.  This 
map  is  issued  or  approved  by  the  Admin¬ 
istrator  for  use  in  determining  whether 
individual  properties  are  within  or  with¬ 
out  the  flood  plain  area  having  special 
flood  hazards  and/or  the  mudslide  area 
having  special  mudslide  hazards.  Notice 
of  the  issuance  or  approval  of  new  Flood 
Hazard  Boundary  Maps  Is  given  ‘in  Part 
1915  of  this  subchapter. 

(b)  The  Emergency  Flood  Insurance 
Map  (if  available)  or  the  Flood  Hazard 
Boundary  Map  and  the  Flood  Insurance 
Bate  Map  shall  be  maintained  for  public 


inspection  during  business  hours  at  the 
following  locations — 

(1)  The  Federal  Insurance  Adminis¬ 
tration,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 
SW.,  Washington,  DC  20410; 

(2)  The  National  Flood  Insurers  As¬ 
sociation,  160  Water  Street,  New  York, 
NY  10038; 

(3)  The  information  office  of  the  State 
agency  or  agencies  designated  by  each 
State  to  cooperate  with  the  Administra¬ 
tor  in  implementing  the  program,  which 
shall  be  listed  in  §  1914.4  whenever  a 
community  within  that  State  becomes 
eligible  under  the  program; 

(4)  One  or  more  official  locations  with¬ 
in  the  community  in  which  flood  insur¬ 
ance  is  offered,  which  shall  be  specified 
in  §  1914.4  at  the  time  the  eligibility  of 
the  community  is  announced. 

§  1914.3  Procedures  under  tlie  emer¬ 
gency  program. 

(a)  In  order  to  expedite  a  community’s 
qualification  for  flood  insurance  under 
the  emergency  program,  the  Adminis¬ 
trator  may  designate  the  entire  com¬ 
munity  a  flood  plain  area  having  special 
flood  hazards  and/or  a  mudslide  area 
having  special  mudslide  hazards.  When 
the  Administrator  has  obtained  sufficient 
technical  information  to  delineate  the 
special  flood  or  mudslide  hazard  areas 
more  precisely,  he  may  delineate,  or  he 
may  request  tiie  community  to  delineate 
subject  to  his  approval,  the  proposed 
boundaries  of  the  more  limited  area  hav¬ 
ing  special  flood  or  mudslide  hazards  on 
the  Flood  Hazard  Boundary  Map.  The 
local  map  or  plat  used  to  prepare  the 
Flood  Hazard  Boundary  Map  must  be  of 
sufficient  scale  to  show  the  location  of 
building  sites. 

(b)  Until  the  Administrator  has  issued 
or  approved  a  local  Flood  Hazard 
Boundary  Map,  no  flood  insurance  will 
be  available  for  any  properties  newly 
constructed  or  substantially  improved 
after  a  community  is  identified  as  hav¬ 
ing  special  flood  or  mudslide  hazards. 
After  the  issuance  or  approval  of  the 
Flood  Hazard  Boundary  Map,  flood  in¬ 
surance  for  such  properties  will  be  avail¬ 
able  at  chargeable  rates  If  they  are  lo¬ 
cated  outside  of  the  ar^as  then  delin¬ 
eated  as  having  special  flood  or  mudslide 
hazards.  Newly  constructed  or  substan¬ 
tially  improved  properties  located  within 
the  delineated  areas  having  special 
flood  or  mudslide  hazards  will  be  able 
to  obtain  flood  Insurance  (at  actuarial 
rates)  only  upon  the  completion  of  a 
ratemaking  study  for  the  community  and 
the  subsequent  issuance  by  the  Adminis¬ 
trator  of  a  Flood  Insurance  Rate  Map. 

§  1914.4  List  of  eligible  communities. 

The  sale  of  flood  insurance  is  author¬ 
ized  only  for  communities  listed  in  this 
section.  The  maps  of  such  communities 
are  available  for  public  inspection  at  the 
State  and  local  repositories  set  forth 
under  this  section. 

Non:  For  the  list  of  communities  eligible 
for  flood  Insurance  and  the  locations  where 
Flood  Insurance  Rate  Maps  are  available  for 
pubUc  Inspection,  see  the  List  of  Sections 
Affected. 
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PART  1915— IDENTIFICATION  OF 
SPECIAL  HAZARD  AREAS 

Sec. 

1915.1  Purpose  of  part. 

1915.2  Special  Flood  Hazard  Map. 

1915.3  List  of  communities  with  special 

hazard  areas. 

Authority:  The  provisions  of  this  Part 
1915  Issued  under  sec.  7(d),  79  Stat.  670: 
42  U.S.C.  3535(d):  sec.  1360,  82  Stat.  587;  42 
U.S.C.  4101. 

§1915.1  l*iirpo»>r  of  purl. 

Section  1360  of  the  Act  authorizes  the 
Administrator  to  identify  and  publish  in¬ 
formation  with  respect  to  all  flood  plain 
areas  having  special  flood  hazards  and 
mudslide  areas  having  special  mudslide 
hazards.  Section  1308(c)  of  the  Act  pro¬ 
vides  that  once  an  area  has  been  so  iden¬ 
tified,  flood  insurance  will  be  made  avail¬ 
able  only  at  actuarial  rates  within  such 
area  with  respect  to  any  property  which 
is  thereafter  constructed  or  substan¬ 
tially  improved.  The  purpose  of  this  part 
is  to  list  those  communities  and  the  areas 
thereof  which  have  been  identified  by  the 
Administrator  as  having  such  special 
flood  or  mudslide  hazards.  Additional 
commimities  will  be  added  to  this  list 
from  time  to  time  as  the  necessary  in¬ 
formation  becomes  available. 

§  1915.2  Speciul  Flood  Hazard  Map. 

Any  map  showing  areas  having  special 
flood  or  mudslide  areas  may  be  desig¬ 
nated  by  the  Administrator  as  a  Special 
Flood  Hazard  Map,  whether  or  not  such 
map  is  of  sufiicient  scale  to  permit  the 
location  of  individual  building  sites.  The 
Administrator  may  then  furnish  the  Spe¬ 
cial  Flood  Hazard  Map  to  the  commu¬ 
nity  for  use  in  prepiaring  a  proposed  Flood 
Hazard  Boundary  Map,  or  else  he  may 
prepare  the  boundary  map  himself.  After 
its  approval  by  the  Administrator,  the 
Flood  Hazard  Boundary  Map  will  be 
made  available  for  public  inspection  in 
accordance  with  §  1914.2(b) . 

§  1915.3  1.181  of  roniniiinitios  willi  spe¬ 

cial  hazard  areas. 

Note:  For  the  list  of  communities  and  the 
designated  flood  or  mudslide  hazard  areas 
issued  under  this  section  and  not  carried  in 
the  Code  of  Federal  Regulations,  see  the 
List  of  Sections  Affected. 

SUBCHAPTER  C — FEDERAL  CRIME  INSURANCE 
PROGRAM 

PART  1930— DESCRIPTION  OF 
PROGRAM  AND  OFFER  TO  AGENTS 

Sec. 

1930.1  Deflnitions. 

1930.2  Description  of  program. 

1930.3  Operation  of  program  and  inappli¬ 

cability  of  State  laws. 

1930.4  Offer  to  agents  and  brokers  to  sell 

Federal  crime  insurance. 

1930.5  Duties  of  servicing  companies. 

1930.6  Names  and  addresses  of  servicing 

companies. 

Authority:  The  provisions  of  this  Part 
1930  Issued  under  sec.  7(d),  79  Stat.  670: 
42  U.S.C.  3535(d);  sec.  1103,  82  Stat.  566; 
12  U.S.C.  1749bbb-17. 

§  1930.1  Definitions. 

(a)  As  used  in  this  subchapter  and  in 
the  crime  insurance  policies  Issued  by  the 


Federal  Insurance  Administrator,  unless 
otherwise  defined  in  the  text  of  such 
policies — 

(1)  The  following  terms  shall  be  de¬ 
fined  as  set  forth  in  §  1905.1  of  this  chap¬ 
ter:  Act,  Administrator,  Binder,  Person, 
Property  owner.  Secretary,  State  and 
State  insurance  authority; 

(2)  “Adjuster”  means  any  person  en¬ 
gaged  in  the  business  of  adjusting  loss 
claims  arising  under  property  insurance 
policies  issued  by  an  insurance  company. 
The  term  also  includes  the  staff  adjusters 
of  servicing  companies; 

(3)  “Affordable  rate”  means  such 
premium  rate  as  the  Secretary  deter¬ 
mines  would  permit  the  purchase  of  a 
specific  type  of  insurance  coverage  by 
a  reasonably  prudent  person  in  similar 
circumstances  with  due  regard  to  the 
costs  and  benefits  involved.  For  the  pur¬ 
poses  of  the  sale  of  Federal  crime  in¬ 
surance,  the  rates  set  forth  in  Part  1933 
of  this  chapter  shall  be  deemed 
affordable; 

(4)  “Agent  or  broker”  means  any  per¬ 
son  authorized  to  engage  in  the  property 
insurance  business  as  an  agent  or  broker 
imder  the  laws  of  any  State; 

(5)  “Crime  insurance”  means  insur¬ 
ance  against  losses  resulting  from  rob¬ 
bery,  burglary,  larcency,  and  similar 
crimes,  as  more  specifically  defined  and 
limited  in  Part  1933  of  this  chapter  and 
in  the  various  crime  insurance  policies 
issued  by  the  insurer.  The  term  does  not 
include  automobile  insurance  or  losses 
resulting  from  embezzlement; 

(6)  “Deductible”  means  the  fixed 
amoimt  or  percentage  of  any  loss  not 
covered  by  an  insurance  policy.  The 
amount  of  the  deductible  must  be  ex¬ 
ceeded  before  insurance  coverage  takes 
effect; 

(7)  “Eligible  premises”  means  a  prop¬ 
erty  eligible  for  crime  insurance  cover¬ 
age  under  one  or  more  of  the  types  of 
policies  described  in  Part  1933  of  this 
chapter; 

(8)  “Insurance  company”  means  any 
property  Insurance  company,  or  group  of 
companies,  authorized  to  engage  in  the 
Insurance  business  under  the  laws  of 
any  State; 

(9)  “Insurer”  means  the  Federal  In¬ 
surance  Administrator,  U.S.  Department 
of  Housing  and  Urban  Development, 
Washington,  D.C.  20410. 

(10)  “Policyholder  premium”  means 
the  total  insurance  premium  payable  by 
the  insured  for  the  coverage  or  coverages 
provided  under  any  insurance  policy; 

(11)  “Program”  means  the  Federal 
crime  insurance  program  authorized  by 
title  VI  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1970  (Public  Law  91- 
609,  Dec.  31,  1970),  set  forth  principally 
in  12  U.S.C.  1749bbb-10a,  et  seq.; 

(12)  “Protective  device”  means  any 
structural,  mechanical,  electrical,  chemi¬ 
cal,  or  other  physical  obstacle  or  device 
that  can  be  utilized  by  a  property  owner 
to  prevent  or  deter  crime  or  to  minimize 
losses; 

(13)  “Protective  measure”  means  any 
protective  device  or  other  measure  or 
procedure  employed  to  prevent  or  deter 
crime  or  to  minimize  losses;  and 


(14)  “Servicing  company”  means  an 
insurance  company  or  other  organization 
that  has  entered  into  an  agreement  with 
the  insurer  to  issue  and  service  Federal 
crime  insurance  policies  on  the  insurer’s 
behalf  in  one  or  more  States  or  areas  eli¬ 
gible  for  the  sale  of  such  insurance. 

(b)  Technical  or  trade  terms  used  in 
this  subchapter  or  in  the  crime  insurance 
policies  issued  by  the  Federal  Insurance 
Administrator  and  not  otherwise  defined 
therein  shall  be  deemed  to  have  the  most 
general  meaning  they  have  in  the  stand¬ 
ard  crime  insurance  policies  providing 
similar  coverages  issued  by  private  insur¬ 
ance  companies. 

§  1930.2  Description  of  program. 

(a)  Title  VI  of  the  Housing  and  Urban 
Development  Act  of  1970  (Public  Law  91- 
609,  approved  Dec.  31,  1970)  authorizes 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment  on  and  after  August  1,  1971, 
to  make  crime  insurance  available  at  af¬ 
fordable  rates  in  any  State  in  which  a 
critical  market  unavailability  situation 
for  crime  insurance  exists  that  has  not 
been  met  through  appropriate  State  ac¬ 
tion.  The  Secretary  is  directed  to  con¬ 
duct  a  continuing  review  of  the  market 
availability  situation  in  each  of  the  sev¬ 
eral  States  to  determine  whether  crime 
insurance  is  available  at  affordable  rates 
either  through  the  normal  insurance 
market  or  through  a  suitable  program 
adopted  under  State  law.  The  Secretary’s 
basic  authority  under  this  title  has  been 
delegated  to  the  Federal  Insurance 
Administrator. 

(b)  The  purpose  of  the  delayed  effec¬ 
tive  date  for  the  Federal  program  is  to 
give  the  private  property  Insurance  in¬ 
dustry  and  the  State  insurance  authori¬ 
ties  an  opportunity  to  solve  the  crime 
insurance  unavailability  problem  through 
the  establishment  of  appropriate  pro¬ 
grams  under  the  authority  of  State  law. 
Where  adequate  State  solutions  to  the 
price  and  market  problems  are  adopted. 
Federal  crime  insurance  will  not  be  sold. 

(c)  In  States  where  the  sale  of  Fed¬ 
eral  crime  insurance  is  vmdertaken,  poli¬ 
cies  will  initially  be  sold  primarily 
through  agents  and  brokers  licensed 
to  engage  in  the  insLirance  business 
within  the  State  for  which  the  policy  is 
written.  Policies  may  also  be  purchased 
from  the  appropriate  servicing  company. 

(d)  Lists  of  States  designated  as  eli¬ 
gible  for  the  sale  of  Federal  crime  insur¬ 
ance  will  be  published  from  time  to  time 
in  §  1931.1  of  this  chapter,  subject  to 
periodic  revisions  pursuant  to  determina¬ 
tions  by  the  Federal  Insurance  Admin¬ 
istrator  that  a  critical  crime  insurance 
market  imavailability  or  prohibitive  cost 
situation  exists  in  a  particular  State,  or 
that  the  standard  lines  of  crime  insur¬ 
ance  have  become  available  at  affordable 
rates  either  through  a  suitable  State  pro¬ 
gram  or  through  the  private  insurance 
market. 

§  1930.3  Operation  of  program  and  in- 
applirabilily  of  State  laws. 

(a)  The  crime  insurance  program  au¬ 
thorized  by  the  Act  is  a  direct  Federal 
program,  and  its  operations,  receipts, 
and  fun^  are  exempt  from  any  form  of 
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Federal,  State,  or  local  taxation  in  ac¬ 
cordance  with  section  1250  of  the  Act 
(12  U.S.C.  1749bbb-20).  In  carrying  out 
the  program,  the  Administrator  is  au¬ 
thorized  to  define  terms  (section  1203 

(b) :  1749bbb-2(b) ),  to  issue  regulaticais 
(section  1247;  1749bbb-17),  to  establish 
premium  rates  (section  1233;  1749bbb- 
10c),  to  prescribe  terms,  conditions,  and 
limits  of  coverage  (section  1231(b); 
1749bbb-10a(b) ) ,  and  to  make  use  of  the 
existing  facilities  and  services  of  insur¬ 
ance  companies,  agents,  and  brokers  as 
fiscal  agents  of  the  United  States  (sec¬ 
tion  1232;  1749bbb-10b) . 

(b)  No  Federal  crime  insurance  policy 
issued  by  or  on  behalf  of  the  insurer  shall 
be  subject  to  any  State  or  local  tax  or 
insurance  law  or  regulation,  nor  shall  any 
agent,  broker,  or  servicing  company  be 
subject  thereto  with  respect  to  any 
monies  received  or  action  taken  in  pro¬ 
viding  insurance  to  the  public  under  the 
authority  of  this  subchapter;  and  no  in¬ 
surance  policy  shall  be  written  by  any 
agent,  broker,  or  servicing  company  in 
the  name  or  on  behalf  of  the  insurer  in 
any  form,  or  on  terms  and  conditions,  or 
with  limits  of  coverage,  or  at  premium 
rates,  other  than  those  then  currently 
prescribed  by  the  insurer.  Failure  by  any 
insurance  company,  broker,  or  agent  to 
comply  with  this  requirement  may  result 
in  the  immediate  suspension  or  debar¬ 
ment  of  the  violator  from  any  further 
participation  in  the  program. 

(c)  Nothing  in  this  §  1930.3  shall  be 
construed  as  authorizing  or  denying  any 
State  or  subdivision  thereof  the  right  to 
impose  any  Income  or  other  tax  on  fees, 
commissions,  or  profits  earned  by  agents, 
brokers,  or  servicing  companies  solely 
for  their  own  account. 

§  1930.4  Offer  to  agents  and  brokers  to 
sell  Federal  crime  insurance. 

(a)  Pursuant  to  the  authority  con¬ 
tained  in  section  1232  of  the  Act  (12 
U.S.C.  1749bbb — 10b) .  the  insurer  hereby 
offers  to  pay  to  any  eligible  agent  or 
broker  a  commission  in  an  amount  equal 
to  the  specified  percentage  of  the  appli¬ 
cable  policyholder  premium  with  respect 
to  each  Federal  crime  insurance  policy 
he  pr<x;ures  for  an  eUgible  property 
owner,  in  accordance  with  the  provisions 
of  this  subchapter.  The  actual  submis¬ 
sion  of  a  valid  and  complete  application 
resulting  in  the  issuance  of  a  policy  to 
an  eligible  insiu^d,  all  on  appro^^  forms 
and  in  accordance  with  the  provisions  of 
this  subchapter,  shall  be  deemed  an  ac¬ 
ceptance  of  this  offer,  subject  to  avoid¬ 
ance  from  the  inception  of  the  policy  in 
the  event  of  fraud  or  misrepresentation 
and  to  cancellation  by  the  insurer  (for 
any  of  the  reasons  set  forth  in  S  1931.7 
of  this  chapter)  or  by  the  insured,  and 
provided  the  agent  or  broker  at  the  time 
of  submitting  the  application  for  the 
prospective  insured  promptly  transmits 
the  gross  amoimt  of  the  policyholder  pre¬ 
mium  then  due  to  the  servicing  company 
designated  by  the  insurer  for  the  ap¬ 
plicable  area  and  complies,  with  respect 
to  such  policy,  with  any  additional  pro¬ 
cedural  requirements  the  servicing  com¬ 
pany  may  then  have  Imposed  with  the 
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consent  of  the  insurer.  It  shall  be  a 
further  condition  of  this  offer  that  the 
agent  or  broker  must  certify  on  the  ap¬ 
plication  that  he  has  fully  carried  out  the 
duties  set  forth  in  the  “Agent’s  Duties’* 
section  of  the  applicable  Federal  crime 
insurance  manual,  which  shall  include 
explaining  to  the  prospective  insui'ed  the 
nature  of  the  coverage  provided,  the  ap¬ 
plicable  protective  device  requirements, 
and  the  penalties  for  material  misrepre¬ 
sentations.  ’The  amoimt  of  the  commis¬ 
sion  shall  be  prorated  in  the  event  of 
the  cancellation  of  any  validly  issued 
policy,  and  the  agent  or  broker  shall  re¬ 
pay  to  the  servicing  company  the  amount 
of  any  unearned  commission  applicable 
to  the  then  current  term  of  the  policy 
resulting  from  any  such  cancellation. 

(b)  Commissions  earned  by  eligible 
agents  and  brokers  under  the  authority 
of  paragraph  (a)  of  this  section  shall 
be  paid  to  them  in  a  lump  sum  by  the 
servicing  company  either  monthly  or  on 
such  other  equitable  basis  as  the  insurer 
may  approve. 

(c)  The  specified  commission  per¬ 
centages  of  the  policyholder  premium  for 
both  residential  and  commercial  insur¬ 
ance  coverages  shall  be  the  following: 
Initial  policies,  territory  01,  16  percent; 
02,  15  percent;  03,  14  percent;  and  for 
all  renewal  business,  the  commission 
shall  be  12  percent.  The  renewal  com¬ 
mission  rate  shall  apply  to  any  prop¬ 
erty  that  has  previously  been  insured 
imder  the  program  unless  the  lapse  of 
time  since  the  termination  of  the  pre¬ 
vious  policy  is  in  excess  of  2  years:  Pro¬ 
vided,  That  the  commission  for  any  such 
renewed  policy  shall  be  deemed  payable 
only  to  the  agent  or  broker,  if  any,  who 
actually  submits  the  renewal  application 
or  who  is  identified  by  the  insured  on 
the  renewal  application  as  having  ex¬ 
plained  the  protective  device  require¬ 
ments  applicable  to  the  renewal  policy. 

(d)  No  service,  placement,  or  other  fee 
shall  be  charged  by  any  agent,  broker,  or 
servicing  company  to  any  applicant  or 
property  owner  under  the  program. 

(e)  For  the  purposes  of  this  offer,  an 
eligible  agent  or  broker  means  an  agent 
or  broker  who  is,  at  the  time  of  making 
application  for  the  ix)licy,  authorized  to 
act  as  an  agent  or  broker  with  resiiect 
to  the  State  where  the  insured  premises 
are  located  and  who  has  not  b^n  sus¬ 
pended  or  debarred  by  the  insurer.  An 
eligible  property  owner  is  an  applicant 
whose  premises  to  be  insured  are  located 
in  a  State  then  currently  designated  as 
eligible  for  the  sale  of  Federal  crime  in¬ 
surance  in  S  1931.1  of  this  chapter. 

(f)  Neither  this  S  1930.4  nor  any  ac¬ 
ceptance  of  this  offer  shall  be  deemed 
to  confer  upon  any  agent  or  broker  any 
authority  to  act  for,  represent,  or  bind 
the  insurer  or  the  UnltM  States  except 
as  otherwise  expressly  provided  herein. 

§  1930.5  Duties  of  servicing  companies. 

(a)  ’The  general  duties  of  servicing 
companies  shall  be  as  set  forth  in  this 
S  1930.5,  subject  to  the  provisions  of  the 
actual  contracts  entered  into  with  such 
companies  by  the  insurer. 


(b)  Except  as  otherwise  required  by 
their  contracts  with  the  insurer,  servic¬ 
ing  companies  shall: 

(1)  Provide  information  to  eligible 
property  owners  and  to  interested  agents 
and  brokers  within  the  servicing  area; 

(2)  Provide  crime  insurance  manuals 
to  eligble  agents  and  brokers  within  the 
servicing  area; 

(3)  Supply  application  forms  and  no¬ 
tice  and  proof  of  loss  forms  to  eligible 
agents  and  brokers  and  to  prospective 
applicants  on  request; 

(4)  Maintain,  control,  and  account  for 
applications  for  insurance  received  from 
eligible  agents,  brokers,  and  applicsmts; 

(5)  Verify  the  eligibility  of  applicants 
for  the  coverages  sought; 

(6)  Issue  policies  only  on  forms  pre¬ 
scribed  and  supplied  by  the  Insurer,  or 
else  promptly  notify  applicants  (through 
the  appropriate  agent  or  broker.  If  any) 
of  ineligibility; 

(7)  Deposit  the  applicant’s  premium 
check  in  a  special  bank  account.  If  no 
policy  is  issued,  refund  the  amount  of 
the  premium  to  the  applicant  through 
the  agent  or  broker,  if  any; 

(8)  Issue  periodic  commission  payment 
checks  to  cooperating  agents  and 
brokers; 

(9)  Provide  statistical  and  accounting 
records,  coding,  and  reports,  in  hard 
copy  and  machine-readable  forms,  as 
specified  in  the  insurer’s  statistical  plan 
and  accounting  instructions,  and  as  may 
be  specifically  requested  by  the  insurer, 
all  in  timely  fashion; 

(10)  Receive,  control,  and  account  for 
all  crime  insurance  claims  submitted 
within  its  servicing  area; 

(11)  Verify  claims  data  and  existence 
of  required  protective  devices,  adjust 
losses  as  required  by  insurer  through  an 
impartial  selection  of  adjusters,  and 
promptly  pay  all  vaUd  claims; 

(12)  Bill  policyholders  directly  for 
premiums  at  least  45  days  in  advance 
of  due  dates,  and  send  a  copy  of  each 
premium  or  renewal  notice  to  the  agent 
or  broker  of  record,  if  any; 

(13)  Periodically  obtain  updated 
applications  or  certifications  from  in¬ 
sureds  for  verification  and  incorporation 
in  statistical  and  accounting  records. 

§  1930.6  Names  and  addresses  of  servic¬ 
ing  companies. 

The  following  companies  have  been 
designated  to  act  as  servicing  companies 
for  the  program  in  the  States  indicated 
for  the  period  commencing  August  1, 
1971,  and  ending  July  31,  1972: 
Connecticut — Aetna  Casualty  ft  Surety  Co., 

Ill  Pearl  Street,  Hartford,  CT  06103. 
District  of  Columbia — Aetna  Casualty  ft 

Surety  Co.,  Commerce  BuUdlng,  1700  K 

Street  NW..  Washington,  DC  20006. 
Illinois — ^Insurance  Company  of  North 
America. 

Chicago — 167  West  Jackson  Boulevard, 
Chicago,  Hi  60604. 

St.  Louis — Suite  444,  Carondelet  East 
Building,  7710  Carondelet  Avenue.  Clay¬ 
ton,  St.  Louis,  MO  63105. 

Peoria — SiUte  1600,  Savings  Building,  411 
Hamilton  Boulenud,  Peoria,  IL  61602. 
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Maryland — Insurance  Company  of  North 
America. 

Baltimore — 303  East  Payette  Street,  Balti¬ 
more,  MD  21202. 

Washington  Suburbs — 2133  Wisconsin  Ave¬ 
nue  NW.,  Washington,  DO  20007. 
Massachusetts — Aetna  Casualty  &  Surety 
Co.,  10  Post  Office  Square,  Boston,  Mass. 
02109. 

Missouri — Aetna  Casualty  &  Siurety  Co.,  1600 
Pierce  Building,  112  West  Fourth  Street, 
St.  Louis,  MO  63102. 

New  York — Aetna  Casualty  &  Surety  Co.,  151 
William  Street,  New  York,  NY  10038. 

Ohio — ^Aetna  Casualty  &  Surety  Co.,  Union 
Commerce  Building,  925  Euclid  Avenue, 
Cleveland,  OH  44114. 

Pennsylvania — Insurance  Company  of  North 
America. 

Harrisburg — 1300  Plaza  West,  1300  Market 
Street,  Lemo3me,  PA  17043. 
PhUadelphia— 625  Walnut  Street,  Phila¬ 
delphia,  PA  19105. 

Pittsburgh — I.N.A.  Building,  Parkway  Cen¬ 
ter,  875  Greentree  Road,  Pittsburgh,  PA 
15220. 

Suburban  Philadelphia — 131  West  Wayne 
Avenue,  Wayne,  PA  19087. 

Rhode  Island — American  Universal  Insur¬ 
ance  Co.,  114  Wayland  Avenue,  Box  6328, 
Providence,  RI  02904. 

PART  1931-->PURCHASE  OF  INSUR¬ 
ANCE  AND  ADJUSTMENT  OF  CLAIMS 

See. 

1931.1  States  eligible  for  the  sale  of  crime 

insurance. 

1931.2  Eligibility  requirements  ^q>plicable 

to  property  owners. 

1931.3  Use  of  prescribed  forms  required. 

1931.4  Terms  and  conditions  of  policy  to 

govern. 

1931.5  Where  to  purchase  coverage. 

1931.6  How  to  report  claims. 

1931.7  Cancellations,  modifications,  and  re¬ 

newals  of  coverage. 

1931.8  Inquiries  and  complaints. 

193 1 .9  Penalties  for  false  statements. 

1931.10  Nondiscrimination. 

Aothoritt:  The  provisions  of  this  Part 
1931  issued  under  sec.  7(d),  79  Stat.  670; 
42  U.S.C.  3536(d):  sec.  1103,  82  Stat.  566; 
12  U.S.C.  1749bbb-17. 

§  1931.1  Slates  eligible  for  the  sale  of 
crime  insurance. 

(a)  In  accordance  with  section  1231  of 
the  Act  (12  U.S.C.  1749bbl>-10a) ,  the  Ad¬ 
ministrator  has  reviewed  the  market 
availability  situation  in  each  of  the  sev¬ 
eral  States  to  determine  whether  crime 
insurance  is  available  at  affordable  rates 
either  through  the  normal  insurance 
market  or  through  a  suitable  program 
adopted  under  State  law. 

(b)  On  the  basis  of  the  information 
available  to  date,  the  Administrator  has 
concluded  that  the  following  States  have 
an  unresolved  critical  mailiet  unavail¬ 
ability  situation  which  will  necessitate 
the  implementation  of  the  Federal  crime 
Insiu^ce  program  within  such  States  on 
August  1, 1971 : 

Connecticut.  Misaourl. 

District  of  Columbia.  New  York. 

Illinois.  Ohio. 

Maryland.  Pennsylvania. 

Mas^husetts.  Rhode  Island. 

(e)  If  any  of  the  States  listed  in  para- 
gn^  (b>  of  this  seotion,  after  the  effec¬ 
tive  date  of  this  siAchapter,  adopts  a 
suitable  program  under  State  law  to 


make  the  standard  lines  of  crime  insur¬ 
ance  available  within  that  State  at  af¬ 
fordable  rates,  or  if  such  insurance 
becomes  generally  available  through  the 
normal  insurance  market  at  affordable 
rates,  then  in  either  case  the  eligibility 
of  such  State  for  the  subsequent  sale  of 
crime  insurance  imder  the  Program  will 
be  promptly  terminated  by  the  insurer. 

(d)  Notwithstanding  the  provisions  of 
§  1931.7,  Federal  crime  insurance  policies 
in  force  at  the  time  a  State  is  determined 
to  be  ineligible  for  further  participation 
in  the  program  shall  thereupon  be  ter¬ 
minated  upon  30  days’  written  notice  to 
the  policyholder  effective  on  the  next  6- 
month  anniversary  date  of  the  policy, 
and  no  further  coverage  for  such  policy¬ 
holder  with  respect  to  premises  located 
in  such  State  shall  thereafter  be  written 
unless  the  State  again  becomes  eligible 
vmder  the  program. 

§  1931.2  Eligibility  requirements  appli¬ 
cable  to  property  owners. 

(a)  To  be  eligible  for  the  purchase  of 
Federal  crime  insurance  under  the  pro¬ 
gram,  a  property  owner  or  tenant  must: 

(1)  Apply  separately  for  coverage  for 
dach  eligible  premises  within  an  eligible 
State  and  personally  sign  each  applica¬ 
tion,  either  on  the  application  form  itself 
or  on  any  applicable  amendatory  en¬ 
dorsement,  or  both,  as  the  insurer  may 
require; 

(2)  Certify,  under  penalty  of  Federal 
law  pertaining  to  fraud  or  misrepresen¬ 
tation  (18  UJS.C.  1001),  that  each  such 
premises  meets  the  applicable  protective 
device  standards  set  forth  in  Part  1932 
of  this  chapter: 

(3)  Pay  the  6-month  premium  install¬ 
ment  due  at  the  time  of  application. 
Coverage  will  commence  at  noon  on  the 
day  following  the  date  of  application 
imless  a  later  date  is  specified  in  the 
application; 

(4)  Agree  to  permit  inspections  of  the 
Insured  premises  by  the  Insurer  or  his 
representative  at  any  reasonable  time 
or  times;  and 

(5)  Agree  to  report  to  law  enforce¬ 
ment  authorities  all  crime  losses  of  prop¬ 
erty  covered  under  each  policy,  whether 
or  not  a  claim  is  filed. 

(b)  Failure  to  comply  fully  with  the 
requirements  of  paragrraph  (a)  of  this 
section  may  result  in  the  avoidance,  can¬ 
cellation,  or  nonrenewal  of  coverage,  as 
set  forth  in  §  1931.7. 

(c)  Any  false  statement  in  the  appli¬ 
cation  may  void  the  policy.  Intentionally 
false  or  misleading  statements,  either 
in  the  application  or  in  connecUon  with 
any  claim  submitted  under  the  pro¬ 
gram,  may  also  result  in  prosecution  for 
fraud  under  18  U.S.C.  1001,  in  accord¬ 
ance  with  §  1931.9. 

§  1931.3  Use  of  prescribed  forms  re- 
ffuired. 

No  Federal  crime  insurance  is  author¬ 
ized  to  be  written  under  the  program  on 
any  form  other  than  the  form  prescribed 
by  the  insurer  for  the  type  of  coverage 
involved.  Any  insurance  policy  purport¬ 
edly  Issued  on  behalf  of  the  Insurer  or 
any  other  form  shall  not  be  binding 


upon  the  Insurer  and  shall  not  confer  any 
liability  upon  the  insurer  by  reason  of 
any  act  or  representation  of  the  agent, 
broker,  or  servicing  company  in  ille¬ 
gally  causing  such  policy  to  be  issued. 

§  1931.4  Terms  and  conditions  of  policy 
to  govern. 

(a)  Except  as  otherwise  specifically 
provided  by  this  subchapter,  the  respec¬ 
tive  rights  and  duties  of  the  insurer 
and  the  insured  shall  be  as  set  forth  in 
the  prescribed  application  form  and  the 
prescribed  policy  form.  All  purchasers 
of  Federal  crime  insurance  shall  be 
deemed  to  have  knowledge  of  the  terms 
and  conditions  of  coverage  set  forth  in 
such  policies  and  in  this  subchapter.  Al¬ 
though  the  insurer  will  endeavor  to  pro¬ 
vide  actual  notice  of  policy  changes 
through  the  appropriate  servicing  com¬ 
pany,  modifications  of  this  subchapter 
that  are  made  during  the  term  of  an 
existing  policy  shall  automatically  be¬ 
come  applicable  to  the  policy  at  the 
time  of  its  next  renewal.  All  Federal 
crime  insurance  policies  shall  be  issued 
for  a  term  of  1  year,  subject  to  semi¬ 
annual  premium  payments. 

(b)  The  rights  of  the  insurer  to  re¬ 
quire  inspections  of  the  insured  prem¬ 
ises,  production  of  books  and  records, 
appraisals  of  damaged  property,  subro¬ 
gation  in  the  event  of  payment,  and 
prompt  notice  in  the  event  of  loss,  shall 
be  as  specified  in  the  prescribed  policy, 
of  which  the  application  forms  a  part. 
The  rights  of  the  insured  with  resp*H:t  to 
the  coverages  provided,  extensions  of 
coverage  outside  the  insured  premises 
or  with  respect  to  other  persons,  limits 
of  such  coverages,  appraisals,  cancella¬ 
tions,  and  judicial  review  shall  be  as  set 
forth  in  the  prescribed  policy. 

(c)  Changes  in  the  provisions  of  this 
subchapter  which  broken  or  liberalize 
the  coverages  being  provided  under  the 
prescribed  policy  forms,  but  do  not  re¬ 
quire  any  additicoial  premiiun  to  be 
charged,  shall  be  applicable  to  all  exist¬ 
ing  and  future  policies  of  insurance  as  of 
the  date  of  their  adoption,  without  the 
necessity  of  endorsement. 

§1931.5  Where  to  purrhaRe  coverage. 

Subject  to  the  provisions  of  this  sub- 
chapter.  Federal  crime  Insurance  cover¬ 
age  may  be  purchased  from  any  prop¬ 
erty  insurance  agent  or  broker  author¬ 
ized  to  do  business  in  the  State  in  which 
the  premises  to  be  insured  are  located, 
or  directly  from  the  appropriate  servicing 
company. 

§1931.6  How  to  report  r la  1108. 

Losses  imder  a  Federal  crime  insur¬ 
ance  policy  which  exceed  the  applicable 
deductible  may  be  reported  either  to  the 
agent  or  broker  through  whom  the  ap¬ 
plication  was  submitted,  or  directly  to 
the  servicing  company  designated  for 
the  area  in  which  the  loss  occurs.  The 
claimant  will  be  required  to  report  all 
pertinent  information,  including  a  de¬ 
scription  of  the  loss,  time,  place,  owner¬ 
ship,  manner  of  acquisition,  cost,  depre¬ 
ciation,  current  value,  amount  of  claim, 
smd  whether  the  insured  has  incurred 
previous  losses  under  the  policy.  A  sworn 
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proof  of  loss  statement  must  be  submitted 
to  the  adjuster  or  servicing  company  that 
processes  the  claim. 

§  1931.7  Cancellalions,  niodiArations, 
and  renewals  of  eoverage. 

(a)  Unless  coverage  has  previously 
been  canceled  or  renewal  is  refused  by 
the  insurer  for  one  or  more  of  the  rea¬ 
sons  set  forth  in  this  part,  each  property 
owner  within  an  eligible  State  who  is 
validly  insured  under  any  policy  or  poli¬ 
cies  of  insurance  issued  imder  the  Fed¬ 
eral  crime  insurance  program  shall  be 
entitled  to  renew  (i.e.,  to  purchase  the 
then  current  and  applicable  form  of 
crime  insurance)  coverage  upon  the  ex¬ 
piration  of  such  existing  policy  or  poli¬ 
cies.  The  renewal  shall  be  subject  to  the 
rules,  regulations,  and  policy  terms,  con¬ 
ditions,  and  rates  then  in  effect. 

(b)  A  renewal  notice  will  be  sent  by 
the  servicing  company  to  the  insured  at 
least  45  days  prior  to  the  expiration  date 
of  each  policy,  accompanied  by  a  pre¬ 
mium  statement  and  a  renewal  applica¬ 
tion  containing  a  certification  to  be 
executed  by  the  insured  stating  that  his 
premises  meet  the  then  applicable  Fed¬ 
eral  crime  insurance  eligibility  require¬ 
ments,  which  will  be  set  forth  in  the 
notice.  The  6-month  premium  install¬ 
ment  then  due,  together  with  the  in¬ 
sured’s  certification  as  required,  must  be 
received  by  the  servicing  company  not 
later  than  the  expiration  date  of  the  pre¬ 
vious  policy  in  order  to  prevent  a  lapse  in 
coverage.  If  timely  payment  is  received, 
no  new  policy  will  normally  be  issued, 
and  an  eligible  insured’s  check  or  receipt 
shall  constitute  his  proof  of  payment. 
However,  if  timely  payment  is  not 
received,  or  if  substantial  changes 
have  been  made  in  the  regulations 
or  provisions  governing  the  pertinent 
crime  insurance  coverage  during  the 
term  of  the  insured’s  previous  coverage,  a 
new  policy  in  its  entirety  may  be  issued. 
Reinstatement  of  lapsed  policies  by  serv¬ 
icing  companies  shall  not  be  permitted. 

(c)  Changes  in  limits  of  coverage  may 
be  made  only  upon  the  submission  of  a 
new  or  renewal  application.  If  the  insured 
requests  that  such  changes  be  made 
effective  on  the  6-month  anniversary 
date  of  the  original  effective  date  of  the 
policy,  no  penalty  will  be  incurred  and 
the  changed  limits  of  coverage  will  com¬ 
mence  upon  the  payment  of  any  addi¬ 
tional  premium  required.  However,  if  the 
property  owner  desires  an  effective  date 
other  than  such  6-month  policy  anni¬ 
versary  date,  the  requested  change  shall 
be  effected  only  upon  cancellation  and 
reissuance  of  the  policy  and  the  insured 
shall  be  entitled  only  to  a  partial  refimd 
of  the  unearned  premium  in  accordance 
with  normal  short-rate  cancellation  pro- 
cediu^s.  Such  short-rate  cancellation 
procedures  shall  also  be  applicable  to 
any  cancellation  by  the  insured  during 
the  term  of  any  policy,  except  at  the 
time  of  the  6-month  anniversary  date 
of  the  original  effective  date  of  such 
policy  or  upon  the  insured’s  moving  from 
the  descrit^  premises. 

(d)  Notwithstanding  any  unqualified 
cancellation  provisions  contained  in  the 


prescribed  policy  forms,  the  insurer 
hereby  limits  his  right  to  cancel,  or  to 
refuse  to  renew  coverage,  to  the  follow¬ 
ing  grounds:  (1)  Any  nonpayment  of 
premium,  (2)  fraud  or  misrepresentation 
in  the  application  or  upon  any  renewal 
of  coverage,  or  in  connection  with  either, 

(3)  fraud  or  misrepresentation  in  con¬ 
nection  with  the  submission  of  a  claim, 

(4)  the  use  of  the  insured  premises  with 
the  knowledge  of  any  insured  for  any  ille¬ 
gal  activity,  or  (5)  any  other  substantial 
failure  to  comply  with  the  provisions  of 
this  subchapter  or  of  the  insurance  pol¬ 
icy,  as  determined  by  the  insurer  and 
stated  in  its  notice  of  cancellation.  Can¬ 
cellations  on  any  of  the  grounds  in  sub- 
paragraph  (2),  (3),  or  (4)  of  this  para¬ 
graph  may,  at  the  discretion  of  the 
insurer,  be  made  retroactive  to  the  date 
of  the  first  known  wrongful  act.  Refimds 
of  unearned  premiums,  if  any,  shall  be 
subject  to  offsets  for  the  insurer’s  ad¬ 
ministrative  expenses  (including  the 
payment  of  agents’  commissions  in  prior 
years,  if  any)  in  connection  with  the 
issuance  of  the  policy  and  any  inspec¬ 
tions  of  the  applicant’s  premises.  Ex¬ 
cept  as  provided  by  S  1932.4  of  this  chap¬ 
ter,  cancellations  by  the  insurer  for 
either  of  the  remaining  two  grounds,  or 
as  provided  by  paragraph  (e)  of  this  sec¬ 
tion,  shall  be  upon  30  days’  written 
notice,  and  the  insured  shall  be  entitled 
to  a  short-rate  refund  of  imearned 
premium,  if  any. 

(e)  Willful  or  repeated  failures  of  an 
insured  to  report  to  law  enforcement 
authorities  any  losses  of  property  cov¬ 
ered  under  the  policy,  as  required  by 
§  1931.2(a)  (5),  may  be  deemed  by  the 
insurer  to  warrant  cancellation  of  cov¬ 
erage  upon  30  days’  written  notice.  How¬ 
ever,  such  failure  may  be  waived  by  the 
insurer  prior  to  cancellation  for  good 
cause  shown. 

(f)  No  property  owner  whose  Fed¬ 
eral  insmance  coverage  has  been  can¬ 
celed  (whether  from  inception  or  after 
notice)  or  for  whom  the  insurer  has  re¬ 
fused  to  renew  coverage,  for  any  of  the 
reasons  in  subparagraph  (2),  (3),  (4), 
or  (5)  in  paragraph  (d)  of  this  section 
or  under  paragraph  (e)  of  this  section, 
shall  be  eligible  for  any  further  insur¬ 
ance  under  the  program  except  upon  the 
written  waiver  of  the  Administrator, 
granted  for  good  cause  shown.  If 
granted,  the  waiver  of  ineligibility  must 
be  presented  to  the  appropriate  agent, 
broker,  or  servicing  company  by  the 
property  owner  within  30  days  of  the 
date  it  is  granted,  and  a  copy  thereof 
shall  be  made  a  part  of  the  property 
owner’s  application  and  shall  be  incor¬ 
porated  as  part  of  any  policy  subse¬ 
quently  issued. 

§1931.8  Inquiries  and  complainlii. 

(a)  Inquiries  or  complaints  about  the 
Federal  crime  insurance  program  should 
initially  be  directed  to  the  property 
owner’s  agent  or  broker,  or  to  the  serv¬ 
icing  company  designated  for  the  area 
in  which  the  premises  are  located. 

(b)  Inquiries  or  complaints  with  re¬ 
spect  to  which  satisfactory  information 
or  action  cannot  be  obtained  through 


local  sources,  and  general  or  legal  in¬ 
quiries  pertaining  to  the  nature  of  the 
program,  may  be  addressed  to  the  Fed¬ 
eral  Insurance  Administrator,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  Washington,  D.C.  20410. 

§  1931.9  Penalties  for  false  statements. 

All  information  provided  by  an  appli¬ 
cant  or  a  claimant  on  any  form  approved 
by  the  insurer,  including  representations 
as  to  the  date  on  which  such  form  is 
signed,  shall  be  deemed  material  to  the 
issuance  of  the  policy  applied  for  and 
to  the  disposition  of  claims  submitted 
thereunder.  Any  false  statement,  mis¬ 
representation,  or  concealment  in  the 
execution  or  submission  of  such  forms,  or 
in  any  writing  or  document  knowingly 
submitted  by  the  applicant  or  claimant 
in  connection  therewith,  may  result  in 
his  prosecution  by  the  United  States  for 
fraud  under  18  UjS.C.  1001,  subject  to  a 
fine  of  not  more  than  $10,000  or  impris¬ 
onment  of  not  more  than  5  years,  or 
both. 

§  1931.10  INundiscriminulion. 

The  Federal  crime  insurance  program 
and  all  policies  issued  or  serviced  there¬ 
under  are  subject  to  title  VI  of  the  Civil 
Rights  Act  of  1964,  42  U.S.C.  2000d,  and 
to  the  applicable  Federal  regulations  and 
requirements  issued  from  time  to  time 
pursuant  thereto.  No  persons  shall  be 
excluded  from  participation  in,  denied 
the  benefits  of,  or  subjected  to  discrimi¬ 
nation  imder  the  program,  on  the  ground 
of  race,  color,  or  national  origin.  Any 
complaint  or  information  concerning 
the  existence  of  any  such  unlawful  dis¬ 
crimination  in  any  matter  within  the 
purview  of  this  subchapter  should  be  re¬ 
ferred  to  the  Administrator. 

PART  1932 — PROTECTIVE  DEVICE 
REQUIREMENTS 

Subpart  A — General 

Sec. 

1932.1  Deflnltlone. 

1932.2  Purpose  of  protective  device 

requirements. 

1932.3  Classification  of  properties. 

1932.4  Lack  of  protective  devices  voids 

policy. 

Subpart  B^Residential  Properties 

1932.21  Minimum  standards  for  residences 
and  apartments. 

Subpart  C — Nonresidenlial  Properties 
1932.31  Minimum  standards  for  industrial 
and  commercial  properties. 

Authority:  The  provisions  of  this  Part 
1932  Issued  under  sec.  7(d),  79  Stat.  670; 
42  U.S.C.  3535(d);  sec.  1103,  82  Stat.  566;  12 
U.S.C.  1749bbb-17. 

Subpart  A — General 
§  1932.1  DeAnitions. 

As  used  in  this  subchapter,  the  term — 

(a)  “Baffle”  means  a  piece  of  metal 
that  covers  the  opening  between  a  door 
and  its  frame  at  the  area  of  penetra¬ 
tion  of  the  bolt  or  latch  to  deter  the  inser¬ 
tion  of  tools  and  prevent  the  exertion 
of  pressure  against  the  bolt  or  latch; 

(b)  “Central  station,  supervised  serv¬ 
ice  alarm  system”  means  a  silent  alarm 
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system  that  Is  constantly  in  (H>eration, 
which  signals  upon  any  breach  of  a  door, 
window  (Including  storefront  windows 
and  imbarred  skylights) .  or  other  acces¬ 
sible  opening  to  the  protected  premises, 
at  a  private  sentry  or  guard  headquarters 
that  is  attended  and  monitored  24  hours 
a  day,  that  disi>atches  guards  to  the  pro¬ 
tected  premises  immediately  upon  the 
activation  of  the  alarm,  that  periodically 
checks  the  operation  and  effectiveness  of 
the  system,  and  that  notifies  law  en¬ 
forcement  authorities  as  soon  as  the 
breach  of  the  premises  is  confirmed; 

(c)  “Dead  bolt”  means  a  locking  de¬ 
vice  using  a  fixed  bolt  that,  when  in 
locked  position,  cannot  be  retracted  by 
a  door  knob  or  handle  or  other  normal 
door  opening  device  or  by  the  application 
of  force  against  the  penetrating  end  of 
the  bolt; 

(d)  “Dead  latch”  means  a  locking 
device,  usually  spring-operated,  that  in¬ 
corporates  a  feature  to  render  the  latch 
rigid  in  its  locked  position  and  incapable 
of  release  by  prying  or  by  the  turning  of 
an  outside  door  knob  or  handle  or  similar 
door  op>ening  device; 

(e)  “Dead  lock”  means  a  locking  device 
incorporating  a  lock  that  cannot  be 
push^  or  retracted  into  a  door  or  win¬ 
dow  by  the  iise  of  tools  inserted  between 
the  frame  of  the  door  or  window  and  the 
door  or  window  itself.  Except  as  other¬ 
wise  indicated,  a  dead  lock  may  be 
equipped  with  a  dead  bolt  or  a  dead 
latch; 

(f)  “Double  cylinder  dead  bolt  lock” 
means  a  dead  bolt  lock  that  can  be  re¬ 
leased  from  its  locked  position  only  by  a 
key,  whether  on  the  inside  or  the  out¬ 
side  of  the  door; 

(g)  “Local  alarm  system”  means  an 
alarm  system  that  signals  loudly  at  the 
premises  by  means  of  one  or  more  tam¬ 
per-protected  sounding  devices  upon  any 
breach  of  a  door,  window  (including 
storefront  windows  and  unbarred  sky¬ 
lights),  or  other  accessible  opening  to 
the  protected  premises; 

(h)  “Silent  alarm  system”  means  an 
alarm  system  that  signals  at  a  location 
other  than  the  location  where  it  is  in¬ 
stalled  upon  any  breach  of  a  door,  win¬ 
dow  (including  storefront  windows  and 
imbarred  skylights),  or  other  accessible 
opening  to  the  protected  premises;  and 

(1)  “Throw,”  when  used  in  the  context 
of  a  locking  device,  means  the  distance 
that  its  bolt  or  latch  protrudes  from  the 
body  of  the  device  when  the  bolt  or  latch 
is  in  a  locked  position. 

§  1932.2  Purpoj«e  of  prolertivo  device 
reqiiiremcnln. 

(a)  Section  1231(b)  of  the  Act  (12 
U.S.C.  1749bbb-10a(b) )  provides  that  no 
Federal  crime  insurance  shall  be  made 
available  to  a  property  which  is  deemed 
by  the  insurer  to  be  uninsurable  or  to  a 
property  with  respect  to  which  reason¬ 
able  protective  measures  to  prevent  loss, 
consistent  with  standards  established  by 
the  insurer,  have  not  been  adopted. 

(b)  It  is  the  intention  of  the  insurer 
to  require  at  the  inception  of  the  pro¬ 
gram  only  those  protective  devices  gen¬ 
erally  in  use  or  readily  available  for  par- 
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ticular  types  and  classes  of  properties  at 
the  present  time.  As  the  program  pro¬ 
gresses,  however,  the  insurer  proposes  to 
amend  these  requirements  from  time  to 
time  to  enforce  a  higher  and  more  effec¬ 
tive  standard  of  protection  against  ordi¬ 
nary  property  crimes  than  now  exists. 
Such  revised  requirements  are  not  ex¬ 
pected  to  be  published  more  often  than 
once  a  year  and  will  be  applicable  only  to 
crime  insurance  policies  issued  or  re¬ 
newed  after  their  effective  date. 

(c)  Protective  device  standards  that 
impose  less-stringent  or  optional  alter¬ 
nate  requirements  upK)n  applicants  and 
insureds,  as  well  as  clarifications  of  ex¬ 
isting  standards,  may  be  published  at 
any  time  and  shsdl  be  applicable  both  to 
new  policies  and  to  renewals  and.  at  the 
option  of  the  insured,  to  crime  insurance 
policies  already  in  force. 

§  1932.3  Classification  of  properties. 

The  protective  devices  required  under 
this  part  fall  into  two  broad  categories, 
residential  and  commercial.  Require¬ 
ments  for  residential  properties  are  ex¬ 
pected  to  remain  relatively  stable  and 
are  not  likely  to  vary  by  classes.  The 
protective  devices  required  for  commer¬ 
cial  and  industrial  properties  will  vary 
greatly  by  the  type  of  risk  involved  and 
will  be  changed  periodically  as  experi¬ 
ence  and  knowledge  are  gained  under  the 
program  and  from  studies  being  under¬ 
taken  by  other  public  and  private 
agencies. 

§  1932.4  Lack  of  protective  devices  voids 
policy. 

(a)  Each  property  owner  applying  for 
Federal  crime  insurance  shall  be  per¬ 
sonally  responsible  for  meeting  the  pro¬ 
tective  device  requirements  applicable 
to  the  type  of  property  for  which  he 
seeks  insurance.  Ignorance  of  such  re¬ 
quirements  shall  not  be  deemed  an  ex¬ 
cuse  for  any  lack  of  compliance  with 
the  protective  device  requirements  of 
this  subchapter,  and  any  person  who  is 
doubtful  as  to  whether  the  protective 
devices  existing  on  his  premises  at  the 
time  of  application  meet  such  require¬ 
ments  should  seek  competent  technical 
advice  before  actually  making  applica¬ 
tion. 

(b)  Although  agents  and  brokers  are 
expected  to  assist  and  advise  property 
owners  as  to  the  requirements  for  and 
adequacy  of  protective  devices,  no  agent 
or  broker  shall  be  authorized  to  approve 
or  disapprove  on  behalf  of  the  insurer 
the  adequacy  of  any  required  protective 
devices,  and  any  representation  to  the 
contrary  is  false  and  shall  be  void. 

(c)  Premises  found  upon  inspection  to 
lack  installation  of  the  required  protec¬ 
tive  devices  shall  be  deemed  to  have  been 
misrepresented  at  the  time  of  applica¬ 
tion,  and  no  insurance  coverage  shall  be 
deemed  to  have  attached,  regardless  of 
the  length  of  time  the  policy  ostensibly 
has  been  in  force,  unless  the  property 
owner  can  clearly  establish  that  a  re¬ 
moval  of  the  protective  devices  actually 
occurred  subsequent  to  the  Issuance  of 
the  policy,  in  which  event  the  policy  shall 
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Lc  deemed  canceled  by  the  insured  as 
of  the  date  of  such  removal. 

(d)  The  insured  shall  promptly  notify 
the  servicing  company  of  any  malfimc- 
tion  or  breakdown  of  protective  devices 
and  supply  it  with  all  relevant  facts  at 
the  time  the  deficiency  occurs.  If  such 
deficiency  is  corrected  within  the  time 
specified  by  the  servicing  company,  no 
lapse  in  coverage  will  result. 

(e)  Premises  found  upon  inspection 
to  be  deficient  in  meeting  the  then  cur¬ 
rently  applicable  protective  device  re¬ 
quirements  because  of  the  uncorrected 
inadequacy,  inoperability,  or  malfunc¬ 
tion  of  existing  protective  devices  shall, 
in  the  absence  of  evidence  of  fraud  or 
misrepresentation,  be  deemed  to  have 
been  ineligible  for  coverage  from  the 
date  of  most  recent  application  or  re¬ 
newal,  whichever  is  applicable,  and  no 
coverage  under  the  program  shall  exist 
with  respect  to  such  premises,  regard¬ 
less  of  the  length  of  time  the  insured 
may  have  had  coverage  prior  to  such  in¬ 
valid  application  or  renewal. 

Subpart  B — Residential  Properties 

§  1932.21  Minimum  standards  for  resi¬ 
dences  and  apartments. 

In  order  to  be  eligible  for  Federal 
crime  insurance,  residential  premises 
shall  meet  the  following  minimum 
standards : 

(a)  Each  exterior  doorway  or  doorway 
leading  to  garage  areas,  public  hallways, 
terraces,  balconies,  or  other  areas  afford¬ 
ing  easy  access  to  the  insured  premises, 
shall  be  protected  by  a  door  which.  If  not 
a  sliding  door,  shall  be  equipped  with  a 
dead  lock  using  either  an  interlocking 
vertical  bolt  and  striker,  or  a  minimum 
M{-inch  throw  dead  bolt,  or  a  minimum 
i/^-inch  throw  self-locking  dead  latch. 

(b)  All  sliding  doors,  first  floor  and 
basement  windows,  and  windows  open¬ 
ing  onto  stairways,  fire  escapes,  porches, 
terraces,  balconies,  or  other  areas  afford¬ 
ing  easy  access  to  the  premises,  shall  be 
equipp^  with  a  locking  device  of  any 
kind. 

Subpart  C — Nonresidential  Properties 

§  1932.31  Minimum  slamlurdH  for  in¬ 
dustrial  and  commercial  properties. 

In  order  to  be  eligible  for  Federal 
crime  insurance,  a  nonresidential  prem¬ 
ises  shall  meet  the  following  minimum 
standards; 

(a)  Except  for  doorways  that  are  com¬ 
pletely  protected  during  nonbusiness 
hours  by  heavy-duty  overhead  doors  or 
metal  security  screens  or  the  equivalent, 
each  exterior  door  shall  be  equipped  with 
either  a  heavy-duty  dead  lock  (utilizing 
either  interlocking  vertical  bolts  and 
striker  or  else  a  1-inch  dead  bolt  that  ex¬ 
tends  at  least  one-half  inch  into  the 
frame  of  the  door) ,  or  a  heavy-duty  pad¬ 
lock  (with  casehardened  steel  shackle, 
five-pin  tumbler  operation,  and  imre- 
movable  key  when  in  unlocked  position), 
or  a  comparable  dead  lock  or  padlock 
that  provides  equivalent  protection. 
Where  applicable  fire  and  safety  laws 
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permit  their  use,  double-cylinder  locks 
are  recommended. 

(b)  All  exterior  grate  or  grill-type 
doors,  overhead  doors,  and  security 
screens  or  grill  work  (unless  permanently 
installed)  shall  be  equipped  with  locks 
that  meet  the  requirements  of  paragraph 

(a)  of  this  section. 

(c)  Except  for  doorways  that  are 
completely  protected  during  nonbusiness 
hours  by  heavy-duty  overhead  doors  or 
metal  security  screens  or  the  equivalent, 
each  exterior  door  shall  be  of  heavy 
gauge  metal,  tempered  glass,  or  solid 
wood  core  (not  less  than  1%  inches 
thick)  construction,  or  else  shall  be  cov¬ 
ered  with  metal  sheeting  of  at  least  16 
gauge  (^6-inch  thick)  or  its  equivalent, 
or  with  grillwork,  to  give  like  protection: 

(d)  Outside  hinge  pins  shall  be 
welded,  flanged,  or  screw-secured,  non¬ 
removable  pins; 

(e)  Except  where  expressly  prohibited 
by  applicable  laws  pertaining  to  fire  pro¬ 
tection,  accessible  openings  exceeding 
96  square  inches  in  area  and  6  inches  in 
the  smallest  dimension  (other  than 
storefront  display  windows) ,  shall  either 
meet  the  standards  for  exterior  doors,  or 
else  shall  be  protected  by  inside  or  out¬ 
side  iron  bars  one-half  inch  in  diameter, 
or  by  flat  steel  material,  spaced  not  more 
than  5  inches  apart  and  securely 
fastened,  or  by  iron  or  steel  grills  of  Vb- 
inch  material  of  2-inch  mesh,  securely 
fastened,  or  by  other  heavy-duty  ma¬ 
terial  that  provides  equivalent  protec¬ 
tion.  The  requirements  of  this  paragraph 
shall  not  apply  to  skylights  protected  by 
alarm  systems. 

(f)  The  following  types  of  establish¬ 
ments  whose  inventories  pose  a  particu¬ 
larly  heavy  risk  shall,  as  a  minimum,  in 
addition  to  the  requirements  of  para¬ 
graphs  (a)  through  (e)  of  this  section, 
be  protected  by  the  type  of  alarm  system 
indicated.  If  the  system  specified  in  sub- 
paragraph  (1)  of  this  paragraph  is  not 
available  in  the  community  in  which  the 
premises  are  located,  the  type  of  system 
specified  in  subparagraph  (2)  of  this 
paragraph  shall  be  permitted. 

(1)  Central  station,  supervised  service, 
alarm  systems  shall  be  required  for  the 
following: 

(1)  Jewelry — manufacturing,  whole¬ 
sale,  and  retail; 

(ii)  Gun  and  ammunition  shop; 

(iii)  Wholesale  liquor; 

(iv)  Wholesale  tc^acco; 

(V)  Wholesale  drug;  and 

(vi)  Pur  store. 

(2)  Silent  alarm  systems  shall  be  re¬ 
quired  for  the  following: 

(i)  Liquor  store; 

(ii)  Pawn  shop; 

(iii)  Electronic  equipment  store; 

(iv)  Wig  shop; 

(V)  Clothing  (new)  store; 

(vi)  Coin  and  stamp  shop; 

(vii)  Industrial  tool  supply  house; 

(viii)  Camera  store;  and 

(ix)  Precious  metal  storage  facility. 

<3)  Local  alarm  systems  shall  be  re¬ 
quired  for  the  following: 

(i)  Antique  store; 

(ii)  Art  gallery;  and 


(iii)  Service  station. 

(g)  The  protective  device  requirements 
set  forth  in  this  section  shall  not  apply 
to  premises  which  are  insured  only  un¬ 
der  Option  2  against  the  peril  of  robbery 
only,  as  provided  in  paragraph  (c)  of 
§  1933.25  of  this  chapter. 

PART  1933— COVERAGES,  RATES, 
AND  PRESCRIBED  POLICY  FORMS 

Subpart  A — Residential  Crime  Insurance  Coverage 

Sec. 

1933.1  Description  of  residential  coverage. 

1933.2  Limits  of  residential  coverage. 

1933.3  Amount  of  residential  policy  de¬ 

ductible. 

1933.4  Residential  crime  Insurance  rates. 

1933.5  Required  residential  policy  form. 

Subpart  B— Commercial  Crime  Insurance 
Coverage 

1933.21  Description  of  commercial  coverage. 

1933.22  Limits  of  commercial  coverage. 

1933.23  Amount  of  commercial  policy  de¬ 

ductible. 

1933.24  Classification  of  commercial  risks. 

1933.25  Commercial  crime  insurance  rates. 

1933.26  Required  commercial  policy  form. 

Authority  ;  The  provisions  of  this  Part 
1933  Issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3535(d);  sec.  1103,  82  Stat.  566;  12 
U.S.C.  1749bbb-17. 

Subpart  A — Residential  Crime 
Insurance  Coverage 

§  1933.1  Description  of  residential  cov¬ 
erage. 

(a)  The  purpose  of  this  §  1933.1  is 
descriptive  only,  and  it  shall  be  subject 
to  the  express  terms  and  conditions  of 
the  policy  form  prescribed  in  §  1933.5. 

(b)  The  initial  policy  issued  by  the 
insurer  for  residential  properties  shall 
be  known  as  the  residential  crime  insur¬ 
ance  policy.  Subject  to  its  terms,  the 
policy  reimburses  an  insured  for  loss 
from  burglary  and  larceny  incident 
thereto,  robbery  (including  observed 
theft),  or  attempt  thereat,  of  personal 
property  from  the  premises  or  in  the 
presence  of  an  insured,  and  for  damage 
to  the  premises  caused  by  any  such  at¬ 
tempt.  It  also  covers  damage  to  the  in¬ 
terior  of  the  part  of  the  building  occu¬ 
pied  by  the  named  insured’s  household 
at  the  described  premises,  and  to  the 
insured  property  both  therein  and  away 
from  the  premises,  caused  by  vandalism 
or  malicious  mischief;  Provided,  That' 
with  respect  to  damage  to  the  building 
an  insured  is  the  owner  thereof  or  is 
liable  for  such  damage.  The  policy  is 
subject  to  the  exclusions  set  forth 
therein. 

(c)  The  residential  crime  insurance 
policy  shall  be  written  only  for  an  indi¬ 
vidual,  or  for  a  single  family  or  house- 


RESIDENTIAl.  CRIME  INSURANCE  POLICY 

This  Policy  (of  which  this  Application  is  a 
part)  covers  losses  from  burglary  and 
larceny  incident  thereto,'  and  robbery,  in¬ 
cluding  observed  theft,  subject  to  appli¬ 
cable  limits  and  to  a  deductible,  as  stated 
below,  and  to  Federal  law  and  regulations. 


hold,  living  in  a  one-to-four  family  housq 
or  as  tenants  in  separate  living  quarters 
in  an  apartment  building  or  dormitory. 
Premises  in  hotels  (other  than  residence 
hotels  where  normal  occupancy  exceeds 
6  months  in  duration)  and  premises 
within  residential  properties  used  in 
whole  or  in  part  for  business  purposes 
are  not  eligible  for  coverage  under  the 
residential  policy. 

§  1933.2  Limits  of  residential  coverage. 

The  residential  crime  insurance  policy 
may  be  written  in  amounts  not  less  than 
$1,000  and  not  in  excess  of  $5,000  for 
each  insurable  premises.  Any  amoimt  of 
insurance,  or  fraction  thereof,  above  a 
specified  limit  shall  be  charged  the  ap¬ 
plicable  rate  for  the  next  higher  limit 
of  coverage.  Specified  limits  of  coverage 
are  set  forth  in  §  1933.4. 

§  1933.3  Amount  of  residential  policy 
deductible. 

The  residential  crime  insurance  policy 
shall  be  subject  to  a  deductible  in  the 
amotmt  of  $75  for  each  loss  occurrence, 
or  5  percent  of  the  gross  amount  of  the 
loss,  whichever  is  greater.  The  face 
amount  of  coverage  specified  in  the  pol¬ 
icy  is  not  reduced  by  the  application  of 
this  deductible.  'Thus,  if  an  insured  hav¬ 
ing  a  $5,000  policy  incurs  a  $5,000  cov¬ 
ered  loss,  he  would  receive  $4,750.  If  the 
loss  were  $6,000,  he  would  receive  the  full 
$5,000. 

§  1933.4  Residential  crime  insurance 
rates. 

The  premium  rates  for  the  residential 
crime  insurance  policy  vary  according  to 
the  territory  in  which  the  insured  prem¬ 
ises  are  located,  as  set  forth  in  Part  1934 
of  this  chapter.  Annual  premiums  for 
policy  limits  of  $1,000,  $2,000,  $3,000,  and 
$5,000  in  each  of  these  territorial  classi¬ 
fications  shall  be  as  follows:  (a)  Terri¬ 
tory  01  (low  risk) — $30,  $40,  $50,  and 
$60;  (b)  territory  02  (average  risk) — $40, 
$50,  $60,  and  $70;  and  (c)  territory  03 
(high  risk) — $50,  $60,  $70,  and  $80. 

§  1933.5  Required  residential  policy 
form. 

The  following  shall  constitute  the  ap¬ 
plication  form  and  the  policy  form  for 
the  residential  crime  insurance  policy, 
and  no  other  application  form  or  policy 
form  shall  be  used  unless  otherwise  pro¬ 
vided  by  this  §  1933.5.  Coverage  will  com¬ 
mence  at  noon  on  the  day  following  the 
date  of  application  tmless  a  later  date 
is  specified  in  the  application. 

(a)  Owner’s  or  tenant’s  Residential 
Crime  Insurance  Policy  application 
form: 


FEDERAL  INSURANCE  ADMINISTRATION 

(An  Agency  of  the  U.S.  Ctovemment) 

U.S.  Department  of  Housing  and  Urban 
Development,  Washington,  D.C.  20410 


Crime  Insurance  Program 
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RULES  AND  REGULATIONS 


ance  as  Is  afforded  for  loss  at  or  damage  to 
the  premises  applies  while  the  premises  are 
rented  by  an  insured  owner  or  tenant  to  an¬ 
other  for  use  as  a  private  residence  only,  sub¬ 
ject  to  the  following  provisions: 

1.  The  Insurance  applies  only  with  respect 
to  property  owned  by  an  Insiu-ed. 

2.  The  Insurance  does  not  apply  (a)  to 
money,  securities.  Jewelry,  watches,  neck¬ 
laces,  bracelets,  gems,  precious  and  semi¬ 
precious  stones,  and  articles  of  gold  or  plati¬ 
num,  furs,  fine  arts,  antiques,  coin  or  stamp 
collections,  or  (b)  to  loss  caused  by  a  tenant 
of  such  premises  or  any  of  his  employees  or 
members  of  his  household. 

IV.  Application  of  insurance  while  the 
premises  are  occupied  by  three  or  more  per¬ 
sons  not  related  to  the  named  insured.  Such 
insurance  as  Is  afforded  for  loss  at  or  dam¬ 
age  to  the  premises  applies  while  the  premises 
are  occupied  by  three  or  more  persons  not 
related  to  the  named  Insured  owner  or  ten¬ 
ant,  subject  to  the  following  provisions: 

1.  The  Insurance  applies  only  with  respect 
to  pr<^>erty  owned  by  the  named  Insured. 

2.  The  Insurance  does  not  apply  (a)  to 
money,  securities;  gems,  precious  and  semi¬ 
precious  stones,  gold  or  platinum  (other  than 
Jewelry);  antiques,  coin  or  stamp  collec¬ 
tions;  or  (b)  to  loss  caused  by  a  tenant  of 
such  premises  or  any  of  his  employees  or 
members  of  his  household. 

3.  Under  this  insmlng  agreement,  the 
actual  cash  value  of  any  one  article  of  Jewelry 
(including  watches)  shall  be  deemed  not  to 
exceed  $50. 

V.  Removal  to  other  premises.  If  the  named 
Insured  moves  to  other  premises  which  he  in¬ 
tends  to  occupy  permanently  as  his  private 
residence,  such  Insurance  as  It  afforded  for 
loss  at  or  damage  to  the  premises  designated 
in  the  Application  applies  subject  to  the 
following  provisions: 

1.  During  the  moving,  for  a  period  not  to 
exceed  thirty  (30)  days,  the  Insurance  applies 
at  the  premises  and  at  the  other  premises 
and  to  the  insured  property  while  in  transit. 

2.  Upon  completion  of  the  moving  the  in¬ 
surance  applies  at  the  other  premises  and  no 
longer  applies  at  the  original  premises:  Pro¬ 
vided,  That  all  coverage  under  this  policy 
shall  cease  at  the  end  of  the  thirty  (30)  day 
period,  and  the  policy  shall  be  deemed  can¬ 
celed  by  the  Insurer  as  of  such  date. 

VI.  Policy  period,  territory.  This  Policy 
applies  only  to  loss  which  occurs  during  the 
Policy  period  within  a  State,  as  defined  in 
12  U.S.C.  1749bbb-2  and  set  forth  in  24  CFR 
isk)5.1. 

Exclusions 

This  Policy  does  not  apply: 

(a)  To  loss  committed  by  an  insured; 

(b)  To  loss  of  (1)  any  aircraft,  motor 
vehicle  (other  than  motorized  equipment  de¬ 
signed  for  service  purposes  and  not  licensed 
for  highway  use) ,  trailer,  boat,  or  the  equip¬ 
ment  thereof,  (2)  articles  carried  or  held  as 
samples  or  for  sale  or  for  delivery  after  sale, 
or  (3)  animals,  fish,  or  birds; 

(c)  To  loss  sustained  by  a  person  not  re¬ 
lated  to  an  insured  who  pays  board  or  rent 
to  an  Insimed; 

(d)  To  loss  due  to  war,  whether  or  not 
declared,  civil  war,  insurrection,  rebellion  or 
revolution,  or  to  any  act  or  condition  Inci¬ 
dent  to  any  of  the  foregoing; 

(e)  To  loss  due  to  nuclear  reaction,  nuclear 
radiation,  or  radioactive  contamination,  or 
to  any  act  or  condition  incident  to  any  of 
the  foregoing; 

(f)  While  the  premises  are  used  as  a 
boarding  or  lodging  house  or  for  any  pur¬ 
pose  other  than  private  residence  occupancy; 

(g)  To  pn^rty  while  In  the  charge  of  any 
laundry,  cleaner,  dyer,  tailor.  c«  presser  except 
by  robb^  or  by  burglary  at  such  premises; 

(h)  To  property  while  in  the  mall; 


(I)  To  loss  away  from  the  premises  of  (1) 
property  pertaining  to  a  business  of  an  In¬ 
sured,  (2)  property  while  at  any  dwelling, 
including  grounds,  garages,  stables,  and 
other  outbuildings  Incidental  thereto,  owned 
or  occupied  by  or  rented  to  an  insured  except 
while  an  Insured  is  temporarily  residing 
therein,  (3)  property  of  a  residence  employee 
unless  at  the  time  of  loss  he  Is  engaged  in 
the  employment  of  an  insured  and  the  prop¬ 
erty  is  in  his  custody,  or  the  property  Is  at  a 
dwelling  as  aforesaid  while  an  Insured  is 
temporarily  residing  therein,  (4)  property 
while  unattended  in  or  on  any  motor  vehicle 
or  trailer,  other  than  a  public  conveyance, 
unless  the  loss  is  the  result  of  forcible  entry 
Into  a  fully  enclosed  and  locked  luggage  com¬ 
partment,  of  which  entry  there  are  visible 
marks  upon  the  exterior  of  said  vehicle,  and 
then  for  not  more  than  $500,  or  (5)  other 
property,  except  personal  property  owned  or 
used  by  an  Insured. 

(J)  To  loss  if  the  premises  are  not  equipped 
with  the  protective  devices  required  as  a  con¬ 
dition  of  eligibility  for  the  purchase  of  this 
Policy  by  the  regulations  of  the  Federal  In¬ 
surance  Administration,  as  published  at  the 
time  of  the  inception  of  the  then  current 
term  of  the  Policy  in  Subchapter  C,  Chapter 
X,  Title  24,  Code  of  Federal  Regulations. 

Conditions 

1.  Definitions — (a)  Named  insured.  "Named 
insured"  means  the  lns\ired  named  in  the 
Application.  "Insured”  means  the  named  in¬ 
sured  and  any  person  while  a  permanent 
member  of  the  named  insured’s  household, 
other  than  (1)  a  residence  employee  or  (2)  a 
person  not  related  to  the  named  insured  or 
his  spouse  and  who  pays  board  or  rent  to 
either. 

(b)  Premises.  "Premises”  means  the  prem¬ 
ises  designated  in  the  Application,  including 
grounds,  garages,  stables,  and  other  out¬ 
buildings  incidental  thereto. 

(c)  Burglary.  “Burglary”  or  “burglary  and 
larceny  incident  thereto”  means  the  feloni¬ 
ous  abstraction  of  insured  property  from 
within  the  premises  by  a  person  making 
felonious  entry  therein  by  actual  force  and 
violence,  evidenced  by  visible  marks  upon,  or 
physical  damage  to,  the  exterior  of  the 
premises  at  the  place  of  such  entry. 

(d)  Robbery.  “Robbery”  or  "robbery.  In¬ 
cluding  observed  theft,”  means  the  taking  of 
insured  property  (1)  by  violence  inflicted  on 
an  insured;  (2)  by  putting  him  in  fear  of 
violence;  (3)  by  any  other  overt  felonious  act 
committed  his  presence  and  of  which  he  was 
actually  cognizant,  provided  such  other  act 
is  not  committed  by  an  insured;  or  (4)  from 
the  person  or  direct  care  and  custody  of  an 
insured  who  has  been  killed  or  rendered 
unconscious. 

(e)  Money.  "Money”  means  currency, 
coins,  bank  notes,  and  bullion. 

(f)  Securities.  “Securities”  means  all  ne¬ 
gotiable  and  nonnegotlable  instruments  or 
contracts  representing  either  money  or  other 
property  and  includes  revenue  and  other 
stamps  in  current  use,  tokens,  and  tickets, 
but  does  not  include  money. 

(g)  Business.  “Business”  includes  trade, 
profession,  or  occupation. 

(h)  Loss.  “Loss”  Includes  damage. 

(1)  Residence  employee.  “Residence  em¬ 
ployee”  means  an  employee  of  an  insured 
whose  duties  are  incidental  to  the  owner¬ 
ship,  maintenance,  or  use  of  the  premises. 
Including  the  maintenance  or  use  of  auto¬ 
mobiles  or  teams,  or  who  performs  elsewh»e 
duties  of  a  similar  nature  not  In  connection 
with  an  insured’s  business. 

2.  Interests  covered.  The  insurance  does 
not  apply  to  the  interest  in  insured  property 
of  any  person  or  organization,  unless  in¬ 
cluded  in  the  named  insured’s  proof  of  loss. 


3.  Limits  of  liability;  settlement  options. 
The  Insurer  shall  not  be  liable  on  account  of 
any  loss  unless  the  amount  of  such  loss  shall 
exceed  the  amount  of  the  deductible  de¬ 
scribed  in  the  Application  which  is  made  a 
part  of  this  Policy  and  the  Insurer  shall  then 
be  liable  only  for  such  excess  over  and  above 
the  deductible,  subject  to  and  within  the 
limit  of  Insurance  covered  by  the  Policy. 

The  limit  of  the  Insurer’s  liability  for  loss 
or  damage  in  any  one  occurrence  shall  not 
exceed  the  applicable  limit  of  insurance 
stated  in  the  Application,  nor  what  it  would 
cost  at  the  time  of  loss  to  repair  or  replace 
the  property  with  other  of  like  kind  and 
quality,  nor  the  actual  cash  value  thereof 
at  the  time  of  loss;  Provided,  however.  That 
the  limit  of  the  Insurer’s  liability  for  loss  of 
money  is  $100,  and  for  loss  of  securities  Is 
$500. 

If  there  Is  loss  of  an  article  which  is  part  of 
a  pair  or  set,  the  measure  of  loss  shall  be  a 
reasonable  and  fair  proportion  of  the  total 
value  of  the  pair  or  set,  giving  consideration 
to  the  importance  of  said  article,  but  such 
loss  shall  not  be  construed  to  mean  total 
loss  of  the  pair  or  set. 

The  applicable  limit  of  Insurance  stated 
In  the  application  is  the  total  limit  of  the 
Insurer’s  liability  with  respect  to  all  loss  of 
property  of  one  or  more  persons  or  organiza¬ 
tions  arising  out  of  any  one  occurrence.  All 
loss  incidental  to  an  actual  or  attempted 
fraudulent,  dishonest,  or  criminal  act  or  se¬ 
ries  of  related  acts  at  the  premises,  whether 
committed  by  one  or  more  persons,  shall  be 
deemed  to  arise  out  of  one  occurrence. 

The  In:,urer  may  pay  for  the  loss  in  money 
or  may  repair  or  replace  the  property  and 
may  settle  any  claim  for  loss  of  property 
either  with  the  named  Insured  or  the  owner 
thereof.  Any  property  so  paid  for  or  replaced 
shall  become  the  property  of  the  Insurer.  Any 
property  recovered  after  settlement  of  a  loss 
shall  be  applied  first  to  the  expense  of  the 
parties  in  making  such  recovery,  with  any 
balance  applied  as  if  the  recovery  had  been 
made  prior  to  said  settlement,  and  loss  re¬ 
adjusted  accordingly.  The  Insured  or  the  In¬ 
surer,  upon  recovery  of  any  such  property, 
shall  give  notice  thereof  as  soon  as  prac¬ 
ticable  to  the  other. 

4.  Insured’s  duties  when  loss  occurs.  Upon 
knowledge  of  loss  or  of  an  occurrence  which 
may  give  rise  to  a  claim  for  loss,  the  insured 
shall  (a)  give  notice  thereof  as  soon  as  prac¬ 
ticable  to  law  enforcement  authorities  and 
to  the  Insiu^r  through  any  of  its  authorized 
agents,  and  (b)  file  detailed  proof  of  loss, 
duly  sworn  to,  with  the  Insurer  through  its 
authorized  agents  within  sixty  (60)  days 
after  the  discovery  of  loss.  Upon  the  Insurer’s 
request,  the  insured  ajid  every  claimant  here¬ 
under  shall  submit  to  examination  by  the 
Insurer,  subscribe  the  same  under  penalty  of 
18  U.S.C.  1001  pertaining  to  fraud  and  false 
representation,  and  produce  all  pertinent 
records,  all  at  such  reasonable  times  and 
places  as  shall  be  designated,  and  shall  co¬ 
operate  in  all  matters  pertaining  to  loss  or 
claims  with  respect  thereto. 

5.  Other  insurance.  If  there  is  any  other 
valid  and  collectible  insurance  which  would 
apply  in  the  absence  of  this  Policy,  the  in¬ 
surance  under  this  Policy  shall  apply  only  as 
excess  insurance  over  such  other  Insurance; 
provided,  that  the  insurance  shall  not  apply: 

(a)  To  property  which  is  separately  described 
and  enumerated  and  specifically  insured  in 
whole  or  in  part  by  any  other  Insurance;  or 

(b)  to  property  otherwise  Insured  unless  such 
property  is  owned  by  an  Insured. 

6.  No  benefit  to  bailee.  The  Insurance 
afforded  by  this  Policy  shall  not  inure  di¬ 
rectly  or  Indirectly  to  the  benefit  of  any 
carrier  or  bailee. 

7.  Appraisal.  If  the  named  Insured  and  the 
Insurer  fall  to  agree  as  to  the  amount  of  loss. 
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each  shall,  on  the  written  demand  of  either, 
made  within  sixty  (60)  days  after  r  ecletp 
made  within  sixty  (60)  days  after  receipt 
of  proof  of  loss  by  the  Insurer,  appoint  a 
competent  and  disinterested  appraiser,  and 
the  appraisal  shall  be  made  at  a  reasonable 
time  and  place  within  thirty  (30)  days  after 
the  two  appraisers  are  appointed.  If  the  ap¬ 
praisers  fall  to  agree,  they  shall  Jointly  select 
a  competent  and  disinterested  third  ap¬ 
praiser  and  submit  the  question  to  him 
within  fifteen  (15)  days  thereafter.  The  first 
two  appraisers  shall  state  separately  the 
actual  cash  value  at  time  of  loss  and  the 
amount  of  the  loss.  Subsequent  agreement  In 
writing  by  any  two  of  the  three  appraisers 
within  thirty  (30)  days  after  the  third  ap¬ 
praiser  was  selected  shall  be  considered  by 
the  Insurer  in  determining  the  amount  of  the 
loss  but  shall  not  be  considered  binding  upon 
him  and  shall  not  be  admissible  as  such  In 
court.  The  named  Insured  and  the  Insurer 
shall  each  pay  Its  chosen  appraiser  and  shall 
bear  equally  the  expenses  of  the  third  ap¬ 
praiser  and  the  other  expenses  of  appraisal. 

The  Insurer  shall  not  be  held  to  have 
waived  any  of  Its  rights  such  as,  without 
limitation,  the  right  to  deny  liability  under 
the  Policy  by  any  act  relating  to  appraisal. 

8.  Action  against  insurer.  No  action  shall 
lie  against  the  Insurer  unless,  as  a  condition 
precedent  thereto,  there  shall  have  been  full 
compliance  with  all  the  terms  of  this  Policy, 
nor  until  ninety  (90)  days  after  the  required 
proofs  of  loss  nave  been  filed  with  the  In¬ 
surer,  nor  at  all  unless  commenced  within  2 
years  from  the  date  when  the  insured  first 
has  knowledge  of  the  loss  and  within  1  year 
after  the  date  upon  which  the  claimant  re¬ 
ceived  written  notice  of  disallowance  or  par¬ 
tial  disallowance  of  the  claim.  Any  such  ac¬ 
tion  shall  be  brought  In  a  U.S.  district  court, 
as  required  by  12  U.S.C.  1749bbb-ll. 

9.  Subrogation.  In  the  event  of  any  pay¬ 
ment  under  this  Policy,  the  Insurer  shall  be 
subrogated  to  all  the  Insured’s  rights  of  re¬ 
covery  therefor  against  any  person  or  orga¬ 
nization  and  the  Insured  shall  execute  and 
deliver  Instruments  and  papers  and  do  what¬ 
ever  else  Is  necessary  to  secure  such  rights. 
The  Insured  shall  do  nothing  after  loss  to 
prejudice  such  rights. 

1''  Changes.  Notice  to  any  agent  or  knowl¬ 
edge  possessed  by  any  agent  or  by  any  other 
person  shall  not  effect  a  waiver  or  a  change 
In  any  part  of  this  Policy  or  estop  the  Insurer 
from  asserting  any  right  under  the  terms 
of  this  Policy;  nor  shall  the  terms  of  this 
Policy  be  waived  or  changed,  except  by  en¬ 
dorsement  Issued  to  form  a  part  of  this 
Policy,  as  approved  by  the  Federal  Insurance 
Administrator. 

11.  Cancellation.  This  Policy,  may  be  can¬ 
celed  by  the  named  Insured  by  surrender 
thereof  to  the  Insurer  or  any  of  Its  author¬ 
ized  agents  or  by  mailing  to  the  Insurer 
written  notice  stating  when  thereafter  the 
cancellation  shall  be  effective.  The  grounds 
for  cancellation  of  coverage  by  the  Insurer 
shall  be  limited  to  those  set  forth  in  Sub- 
chapter  C,  Chapter  VII,  Title  24  of  the  Code 
of  Federal  Regulations.  Except  as  otherwise 
provided  by  such  regulations  and  by  Insuring 
Agreement  V(2),  notice  of  cancellation  by 
the  Insurer  shall  be  mailed  to  the  named 
Insured  at  the  address  shown  In  this  Policy, 
stating  when  not  less  than  thirty  (30)  days 
thereafter  such  cancellation  shall  be  effec¬ 
tive.  The  mailing  of  notice  as  aforesaid  shall 
be  sufficient  proof  of  notice.  The  time  of  the 
surrender  or  the  effective  date  of  cancellation 
stated  In  the  notice  shall  become  the  end  of 
the  Policy  period.  Delivery  of  such  written 
notice  either  by  the  named  Insured  or  by  the 
Insurer  shall  be  equivalent  to  mailing. 

In  the  event  of  cancellation,  earned  pre¬ 
mium  shall  be  computed  In  accordarce  with 
the  customary  short  rate  table  and  proce¬ 


dure,  unless  otherwise  specifically  provided 
In  said  regulations  Issued  by  the  Insurer. 
Premium  adjustment  may  be  made  either  at 
the  time  cancellation  Is  effected  or  as  soon 
as  practicable  after  cancellation  becomes  ef¬ 
fective,  but  payment  or  tender  of  unearned 
premium  Is  not  a  condition  of  cancellation. 

12.  Assignment.  Assignment  of  Interest  un¬ 
der  this  Policy  shall  not  bind  the  Insurer 
until  Its  consent  Is  endorsed  hereon;  If,  how¬ 
ever,  the  named  Insured  shall  die,  this  Policy 
shall  cover  the  named  Insured’s  spouse.  If  a 
resident  of  the  same  household  at  the  time 
of  such  death,  and  legal  representative  as 
named  insured :  Provided,  That  notice  of  can¬ 
cellation  addressed  to  the  insured  named  in 
the  Application  and  mailed  to  the  address 
shown  In  this  Policy  shall  be  sufficient  no¬ 
tice  to  effect  cancellation  of  this  Policy.  If 
the  legal  representative  of  the  named  In¬ 
sured  Is  not  a  person  who  was  a  permanent 
member  of  the  named  Insured’s  household 
at  the  time  of  the  death  of  the  named  In¬ 
sured,  this  Policy  shall  apply  as  It  applied 
prior  to  such  death  but  shall  not  apply  to 
loss  of  property  owned  or  used  by  such  legal 
representative,  a  member  of  his  household 
or  a  residence  employee  thereof,  unless  such 
loss  occurs  at  a  part  of  the  premises  occupied 
exclusively  by  said  named  Insured’s  house¬ 
hold. 

13.  Declarations.  By  signing  the  Applica¬ 
tion  or  by  acceptance  of  this  Policy  the 
named  Insured  certifies  and  agrees,  under 
penalty  of  Federal  law  dealing  with  fraud 
and  false  representation  (18  U.S.C.  1001), 
that  the  statements  In  the  Application  are 
his  agreements  and  representations,  that  this 
Policy  Is  Issued  In  reliance  upon  the  truth 
of  such  representations,  that  he  is  aware  of 
the  applicability  of  the  Regulations  Issued  by 
the  Insurer,  and  that  this  Policy  and  said 
regulations  embody  all  agreements  existing 
between  himself  and  the  Insurer  or  any  of  Its 
agents  relating  to  this  Insurance. 

In  witness  whereof,  the  Federal  Insurance 
Administration  has  accepted  the  declara¬ 
tions  of  the  Insured  set  forth  In  the  Appli¬ 
cation  and  has  caused  this  Policy  to  be  Issued. 

Federal  Insurance  Administrator. 

(c)  Such  endorsements  to  the  owner’s 
or  tenant’s  Residential  Crime  Insur¬ 
ance  Policy  forms  as  the  insurer  may 
approve. 

Subpart  B — Commercial  Crime 
insurance  Coverage 

§  1933.21  Desrription  of  conimorcial 
coverage. 

(a)  The  purpose  of  this  §  1933.21  is 
descriptive  only,  and  it  shall  be  subject 
to  the  express  terms  and  conditions  of 
the  policy  form  prescribed  in  §  1933.26. 

(b)  The  initial  policy  issued  by  the  in¬ 
surer  for  commercial  properties  shall  be 
known  as  the  commercial  crime  insur¬ 
ance  policy.  Subject  to  its  terms,  the 
policy  reimburses  an  insured  for  loss 
from  robbery  inside  the  premises,  robbery 
outside  the  premises  (up  to  a  limit  of 
$5,000  unless  an  armed  guard  accom¬ 
panies  the  insured’s  messenger) ,  the 
wrongful  taking  of  insured  property  by 
compelling  an  insured  to  admit  a  person 
into  the  premises,  safe  burglary  and  lar- 
cency  incident  thereto  (up  to  a  limit  of 
$5,000  imless  the  insured  property  is  in  a 
Class  E  safe  anchored  to  the  floor) ,  theft 
observed  by  the  insured,  theft  from  a 
night  depository  in  a  bank,  burglary  and 
larceny  incident  thereto,  robbery  of  a 


watchman  (not  to  exceed  $50  for  any  one 
article  of  jewelry),  and  damage  to  the 
premises  (of  which  the  insured  is  owner 
or  for  which  the  insured  is  liable)  as  a 
result  of  any  of  the  foregoing.  The  policy 
is  subject  to  the  exclusions  set  forth 
therein. 

(c)  The  commercial  crime  insurance 
policy  may  be  written  for  any  industrial, 
commercial,  nonprofit,  or  public  property 
in  accordance  with  the  risk  classifications 
set  forth  in  §  1933.24  and  within  the  lim¬ 
its  of  coverage  set  forth  in  §  1933.22,  sub¬ 
ject  to  the  applicable  requirements  of 
this  subchapter,  such  as  the  requirement 
for  adequate  protective  devices  set  forth 
in  Subpart  C  of  Part  1932  of  this  chapter. 

(d)  Certain  portions  of  the  materials 
contained  in  the  sections  that  follow  are 
based  upon  the  Burglary  Insurance  Man¬ 
ual  issued  by  the  Insurance  Services 
Office,  160  Water  Street,  New  York,  NY 
10038,  and  are  being  reproduced  in  these 
regulations  and  in  the  related  commer¬ 
cial  crime  insurance  manual  with  the 
permission  of  the  copyright  owner. 

§  1933.22  Limits  of  roninicrcial  cover¬ 
age. 

The  commercial  crime  insurance  poli¬ 
cy  may  be  written  in  amounts  not  less 
than  $1,000  and  not  in  excess  of  $15,000 
for  each  insured  premises.  The  maximum 
limit  of  coverage  may  not  be  increased 
by  insuring  several  departments  of  a 
single  business  or  institution  at  one 
premises  as  separate  premises.  Each 
$1,000  of  insurance,  or  fraction  thereof, 
shall  be  charged  the  applicable  rate  for 
the  full  $1,000  of  coverage. 

§  1933.2.3  Amount  of  commercial  policy 
decluctible. 

(a)  The  commercial  crime  insurance 
policy  for  industrial  and  commercial 
risks  shall  be  subject  to  a  deductible  in 
the  following  amounts  for  each  loss 
occurrence,  or  5  percent  of  the  gross 
amount  of  the  loss,  whichever  is  greater, 
in  accordance  with  the  categories  estab¬ 
lished  in  §  1933.25(b)  (3) :  Category  I, 
$50:  Category  II,  $75;  Category  III,  $100; 
Category  IV,  $150;  all  other  cate¬ 
gories,  $200.  The  face  amount  of  cover¬ 
age  specified  in  the  policy  is  not  reduced 
by  the  application  of  this  deductible. 
Thus,  if  an  insured  having  a  $15,000 
policy  incurs  a  $15,000  covered  loss,  he 
would  receive  $14,250.  If  the  loss  were 
$16,000,  he  would  receive  the  full  $15,000. 

(b)  The  commercial  crime  insurance 
policy  for  nonprofit  or  public  property 
risks  shall  be  subject  to  a  deductible  in 
the  amount  of  $100  for  each  loss  occur¬ 
rence,  or  5  percent  of  the  amount  of  loss, 
whichever  is  greater.  * 

§  1933.24  QuHMifirutiun  uf  rommerri;il 
risk.s. 

(a)  The  governing  factor  in  determin¬ 
ing  the  risk  classification  applicable  to 
a  particular  premises  is  the  kind  of  busi¬ 
ness  conducted  by  the  insured  at  that 
location.  If  there  is  no  specific  kind  of 
business  applicable  to  the  risk,  then  the 
kind  of  merchandise  inventoried  and 
held  for  sale  governs.  Such  risks  take 
the  classification  of  the  merchandise  or 
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inventory  comprising  the  majority  value 
of  the  contents.  For  example,  a  candy 
store  carrying  an  incidental  line  of  to¬ 
bacco  is  still  classified  as  a  candy  store. 

(b)  Individual  concessionaires  operat¬ 
ing  within  a  premises  take  the  same 
classification  as  the  business  premises 
in  which  such  concessionaires  are  lo¬ 
cated  unless  the  concessionaire’s  classi¬ 
fication  is  higher,  in  which  case  the 
concessionaire’s  classification  shall  be 
used. 

(c)  The  following  classifications  shall 
be  applicable  to  the  commercial  crime 
insurance  policy: 

Statistical 

Class:  Code 


1  All  risks  not  otherwise  classified, 

including  nonprofit  and  public 

properties _  01 

3  Amusement  Enterprises  (not  other¬ 
wise  classified) _  02 

2  Automobile  Sales  and  Service -  03 

2  Billiard  and  Pool  Parlors -  04 

2  Bowling  Lanes  or  Centers -  05 

3  Cameras  and  Photographic  Sup¬ 

plies  _  06 

3  Clubs _  07 

3  Dance  Halls  and  Pavilions -  08 

2  Drug  Stores  and  Druggists’  Sun¬ 

dries  _  09 

3  Dry  Cleaners _  10 

2  Electrical  Appliances — Sales  and 

Service  _  11 

3  F^irrlers _  12 

2  Garages _  13 

3  Gasoline  Service  Stations _  14 

2  Golf  and  Other  Sports  Profes¬ 
sionals  _  15 

2  Grocery  Stores  and  Delicatessens.-  16 

3  Gun  and  Ammunition  Shops -  17 

3  Jewelry  Stores _  18 

3  Laundries _  19 

3  Liquor  Stores _  20 

2  Meat  and  Poultry  Dealers;  Butcher 

Stores  _  21 

2  Men’s  and  Students’  Clothing,  14 

years  and  over _  22 

3  Pawnbrokers  _  23 

2  Radio  and  Television — Sales  and 

Service  - 24 

2  Restaurants _  25 

3  Small  loan  and  Finance  Com¬ 

panies  _  26 

3  Taverns _  27 

3  Theaters _  28 

2  Tobacco  Dealers _  29 

2  Women’s  and  Junior  Teens’  Cloth¬ 
ing,  14  years  and  over _  30 


§  1933.25  (ktniiiiercial  crime  in>uranre 
rates. 

(a)  Premium  rates  for  commercial 
crime  insurance  policies  shall  be  deter¬ 
mined  in  accordance  with  the  procedures 
set  forth  in  paragraph  (b)  of  this  sec¬ 
tion,  which  will  also  be  contained  in  the 
commercial  crime  insurance  manual  sup¬ 
plied  to  any  eligible  agent  or  broker  upon 
request.  Such  request  should  be  made 
to  the  servicing  company  responsible  for 
the  area  in  which  the  agent  or  broker  is 
located,  the  name  and  address  of  which 
is  listed  in  §  1930.6  of  this  chapter. 

(b)  The  following  procedure  shall  be 
used  to  determine  the  annual  rates  appli¬ 
cable  to  commercial  crime  insurance 
policies  issued  under  the  program: 

(1)  The  risk  classification  and  terri¬ 
tory  rate  shall  first  be  determined  in 


accordance  with  §S  1933.24  and  1934.2 
of  this  chapter: 

(2)  For  risks  having  gross  receipts  of 
less  than  $2  million  annually,  the  base 
rate  for  the  first  $1,000  of  coverage  shall 
be  determined  in  accordance  with  the 
following  table: 


Terri  TOKT 


Cla.ss 

01 

02 

03 

01... 

.  $70 

$80 

$100 

ce,.. 

.  SO 

100 

I'iO 

03... 

.  100 

120 

130 

For  risks  having  gross  receipts  between 
$2  million  and  $4,999,999,  the  base  rate 
is  0.0002  of  such  gross  receipts.  For  risks 
having  gross  receipts  of  $5  million  or 
more,  the  base  rate  shall  be  0.00025  of 
such  gross  receipts; 

<3)  The  base  rate  determined  in  sub- 
paragraph  (2)  of  this  paragraph  shall 
be  multiplied  by  the  appropriate  multi¬ 
plier  from  the  following  table,  as  deter¬ 
mined  by  the  applicant’s  Federal  income 
tax  return  for  the  most  recent  taxable 
year,  in  order  to  obtain  the  actual  pre¬ 
mium  for  the  first  $1,000  of  coverage. 
If  tiie  applicant  is  a  nonprofit  or  public 
entity  whose  gross  receipts  constitute 
le.'^s  than  its  operating  budget,  its  op¬ 
erating  budget  shall  be  u.'-ed  in  lieu  of 
gross  receipts  to  determine  the  appro- 
P-'iale  multiplier. 


('ali'pory  Cross  (or  op<‘ratiiig  Multiiilit-r 

budprt  ,  if  u|>|>licul>lr) 

T  I.S-SS  than  $2.').000  . .  1.(10 

1 1  $2.5,WIO  .  ...  1.  .W 

1 1 1  «>0,000  .  2.  00 

IV  $1(K).000  S'.W.'.r.W _ _ _  2.  .10 

V  S300.000  :<.oo 

\  I  $100,000  f'.rr.t.'Kr.t  .  ...  :i.  .10 

VII  $1,000,000  $1.4‘r.t,<r.t‘t .  4,00 

\  1 1 1  $1  ..100,000  $1  .  4.  ,10 

l.x  $2,000,(KIO  or  over  . .  i  00 


(4)  Rates  for  higher  limits  of  cover¬ 
age  shall  be  determined  by  applying  to 
the  i>rcmium  base  derived  in  accordance 
with  subparagraph  (3)  of  this  paragraph 
the  appropriate  higher  limits  factor  from 
the  following  table  for  the  apjilicable 
amount  of  coverage: 

Higher 


Rale  for  applicable  limits 

amount  of  coverage :  factor 

$1,000  . — . . — . .  1.00 

$2,000  _  1.95 

$3,000  _ _ _  2.  85 

$4,000  . - . - .  3.70 

$5,000  _  4. 50 

$6,000  . 6.25 

$7,000  . 5.95 

$8,000  - . .  6.60 

$9,000  . .  7.  20 

$10,000  . 7.76 

$11,000  - .  8.25 

$12,000  . .  8.70 

$13,000  .  9.  10 

$14,000  . 9.45 

$15,000  . . . .  9. '75 


(5)  The  product  derived  in  accordance 
with  subparagraph  (4)  of  this  paragraph 
shall  then  be  roimded  to  the  next  higher 
dollar  above  $0.49  to  obtain  the  charge¬ 
able  annual  policyholder  premium  for 
full  coverage  under  all  insuring  agree¬ 


ments  (both  roi.Lery  and  burglary) ,  sub¬ 
ject  to  the  specified  dollar  limit  for  each 
single  occurrence.  This  combination  of 
equal  amoun's  of  robbery  and  burglary 
coverages  shall  be  referred  to  as  “Option 
1’’,  and  all  crime  insurance  applications 
shall  be  assumed  to  be  for  coverage  under 
Option  1  unlcsj  otherwise  specified  in 
Line  6  of  the  Application. 

(c)  Option  2:  An  applicant  may  elect 
to  purchase  covera.ge  only  under  Insur¬ 
ing  Agreement'.  I,  II,  VI,  and  VII  of  the 
Commercial  Crime  Insurance  Policy, 
dealing  with  Robbery,  Observed  Theft, 
and  Damage  re-'ulting  from  losses  under 
Insuring  Agrds’^’O  ts  ^  and  It  only,  sub¬ 
ject  to  the  specified  dollar  limit  for  each 
single  occurrence.  To  obtain  coveraga 
under  Option  2,  the  applicant  or  his 
agent  or  broker  shall  enter  the  words 
“Option  2,’’  the  limit  of  coverage  being 
applied  for,  and  the  words  “robbery 
only’’  on  Line  6  of  the  application  form. 
Thus,  if  $5,000  in  coverage  under  Option 

2  is  bein.g  applied  for,  the  entry  on  Line 
6  should  read,  “Option  2:  $5,000 — rob¬ 
bery  only’’.  The  '  remium  for  coverage 
imder  Option  2  shall  be  determined  in 
accordance  v  i(h  the  procedure  set  foilh 
ui  Paragraph  (b)  of  thb.  section,  multi¬ 
plied  by  a  fa  to:  of  O.Gl  "nd  therrrounded 
to  the  next  hi'^her  dollar  above  $0.49. 

(d)  Option  3.  An  applicant  may  elect 
to  purchase  coverage  only  under  Insur¬ 
ing  Agreement'  III,  TV,  V,  VI,  and  VII 
of  the  Commercial  Crime  Insmance 
Policy,  dealing  wdth  Safe  Bm-glary,  Theft 
from  Night  Depository,  and  Burglary  or 
Robbery  of  a  'Watchman,  and  Damage 
resulting  from  lo,sses  under  Insuring 
Agreements  in  and  V  only,  subject  to 
the  specified  doll  r  limit  for  each  single 
occurrence.  To  obtain  coverage  under 
Option  3,  the  applicant  or  his  agent  or 
broker  shall  enter  the  words  “Option  3”, 
the  limit  of  coverage  being  applied  for, 
and  the  words  “burglary  only’’  on  Line 
6  of  the  application  form.  Thus,  if  $5,000 
in  coverage  under  Option  3  is  being  ap¬ 
plied  for,  the  entry  on  Line  6  should 
read,  “Option  3:  $5,000 — burglary  only’’. 
The  premium  for  coverage  under  Option 

3  shall  be  determined  in  accordance  with 
the  procedui-e  set  forth  in  paragraph  (b) 
of  this  section,  multiplied  by  a  factor  of 
0.50  and  then  rounded  to  the  next  higher 
dollar  above  $0.49. 

(e)  Option  4.  An  applicant  may  elect 
to  purchase  coverage  under  both  Option 
2  and  Option  3  only  in  the  same  policy 
and  only  if  both  coverages  are  applied 
for  (or  else  one  is  renewed  or  rewritten 
and  the  other  is  added)  at  the  same  time. 
'T'o  obtain  coverage  under  Option  4,  the 
aoplicant  or  his  agent  or  broker  shall 
enter  the  words  “Option  2,”  follow'ed  by 
the  limit  of  coverage  be  ng  applied  for 
under  that  option,  and  “Option  3,’’  fol¬ 
lowed  bv  the  limit  of  coverage  being  ap¬ 
plied  for  imdcr  that  option,  on  Line  6 
of  the  application  form.  Thus,  if  $5,000 
in  coverage  under  Option  2  and  $10,000 
in  coverage  under  Option  3  are  being 
applied  for.  the  entry  on  Line  6  should 
read,  “Option  2 — $5,000;  Option  3 — 
$10,000’’,  The  premium  for  combined 
coverage  under  Option  4  shall  consist  of 
the  sum  of  the  applicable 'premiums  for 
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APPLICATION — Conti  nued 
Certification  by  Agent  or  Broker: 

"I  certify,  under  penalty  of  Federal  law  for  fraud  or  intentional  misrepresentation  as  set 
forth  In  18  U.S.C.  1001,  (1)  that  I  am  an  agent  or  broker  licensed  In  the  State  In  which  the 
premises  are  located,  (2)  that  the  date  of  this  Application  is  correct,  and  is  the  date  on 
which  the  Applicant  submitted  this  completed  Application  to  me,  and  (3)  that  to  the  best 
of  my  knowledge  and  belief  I  have  fully  explained  to  the  Applicant  the  nature  of  the 
protective  device  requirements  which  are  a  prerequisite  for  coverage  under  this  policy. 
I  also  agree  that  in  the  event  of  cancellation  of  a  Policy,  I  shall  ratably  refund  to  the 
Federal  Insurance  Administration  commissions  on  the  unearned  portion  of  premiums  at 
the  same  rate  at  which  such  commission  was  originally  paid.” 


(Signature  of  Agent  or  Broker) 

(b)  Commercial  Crime  Insurance 
Policy  form; 

Federal  Insurance  Administration 

COMMERCIAL  CRIME  INSURANCE  POLICY 

The  Federal  Insurance  Administrator, 
herein  called  the  Insurer,  agree  with  the 
insured,  named  in  the  Application  made  a 
part  hereof,  in  consideration  of  the  payment 
of  the  premium  and  in  reliance  upon  the 
statements  in  the  Application,  and  subject  to 

(1)  the  provisions  of  title  VI  of  Public  Law 
91-609  and  Subchapter  C.  Chapter  VII,  Title 
24  of  the  Code  of  Federal  Regulations,  and 

(2)  the  limits  of  insurance,  exclusions,  con¬ 
ditions,  deductibles,  and  other  terms  of  this 
Policy  with  respect  to  the  following  criminal 
acts; 

Insuring  Agreements 

I.  Robbery,  including  observed  theft,  inside 
the  premises.  To  pay  for  loss  by  robbery  or 
observed  theft  of  money,  securities,  merchan¬ 
dise,  furniture,  fixtures,  and  equipment 
within  the  premises. 

II.  Robbery,  including  observed  theft,  out¬ 
side  the  premises.  To  pay  for  loss  by  robbery 
or  observed  theft  of  money,  securities,  and 
merchandise,  including  the  wallet  or  bag 
containing  such  property,  while  such  prop¬ 
erty  is  being  conveyed  by  a  messenger  out¬ 
side  the  premises,  but  no  payment  shall  be 
made  for  any  loss  in  excess  of  $5,000  except 
when  an  armed  guard  accompanies  the 
messenger. 

III.  Safe  burglary.  To  pay  for  loss  by  safe 
burglary  and  larceny  incident  thereto  of 
money,  securities,  and  merchandise  within 
the  premises  but  no  payment  shall  be  made 
for  any  loss  in  excess  of  $5,000  except  with 
respect  to  loss  by  safe  burglary  of  a  Class  £ 
safe  securely  anchored  to  the  floor. 

IV.  Theft  from  night  depository.  To  pay 
for  loss  by  theft  of  money  and  securities 
within  any  night  depository  in  a  bank. 

V.  Burglary;  robbery  of  watchman.  To  pay 
for  loss  by  burglary  and  larceny  incident 
thereto  or  by  robbery  of  a  watchman,  while 
the  premises  are  not  open  for  business,  of 
merchandise,  furniture,  fixtures,  and  equip¬ 
ment  within  the  premises.  Under  this  insur¬ 
ing  agreement,  the  actual  cash  value  of  any 
one  article  of  jewelry  shall  be  deemed  not  to 
exceed  $50. 

VI.  Damage.  To  pay  for  damage  to  the 
premises  and  to  money,  securities,  merchan¬ 
dise.  furniture,  fixtures,  and  equipment 
within  the  premises,  by  robbery,  burglary, 
safe  burglary,  robbery  of  a  watchman,  or  at¬ 
tempt  thereat,  provided  with  respect  to  dam¬ 
age  to  the  premises  the  insured  is  the  owner 
thereof  or  is  liable  for  such  damage. 

VII.  Policy  period,  territory.  This  Policy 
applies  only  to  loss  which  occurs  during  the 
Policy  period  wltlJn  a  State,  as  defined  in  12 
U.S.C.  1749bbb-2  and  set  forth  in  24  CFB 
1905.1. 

Exclusions 

This  Policy  does  not  apply: 

(a)  To  loss  due  to  embezzlement  or  to 
any  fraudulent,  dishonest,  or  criminal  act 
by  any  insured,  a  partner  therein,  or  an  offi¬ 
cer,  employee,  director,  trustee,  or  author¬ 
ized  representative  thereof,  while  working  or 
otherwise  and  whether  acting  alone  or  in 
collusion  with  others:  Provided,  That  this 
exclusion  does  not  apply  to  safe  burglary  or 


(Date) 

robbery  or  attempt  thereat  by  other  than 
an  insurance  or  a  partner  therein; 

(b)  To  loss  due  to  war,  whether  or  not 
declared,  civil  war.  insurrection,  rebellion, 
or  revolution,  or  to  any  act  or  condition 
incident  to  any  of  the  foregoing; 

(c)  To  loss  of  manuscripts,  records,  or 
accounts; 

(d)  Under  Insuring  Agreements  V  and  VI, 
to  loss  occurring  during  a  fire  in  the 
premises; 

(e)  To  loss  due  to  nuclear  reaction,  nu¬ 
clear  radiation,  or  radioactive  contamina¬ 
tion,  or  to  any  act  or  condition  incident  to 
any  of  the  foregoing; 

(f)  To  any  loss  if  the  premises  are  not 
equipped  with  the  protective  devices  required 
as  a  condition  of  eligibility  for  the  purchase 
of  ths  Policy  by  the  regulations  of  the  Fed¬ 
eral  Insurance  Administration,  as  published 
at  the  time  of  the  inception  of  the  current 
term  of  the  Policy  in  Subchapter  C.  Chapter 
VII,  Title  24,  Code  of  Federal  Regulations. 

Conditions 

1.  Definitions — (a)  Money.  “Money” 
means  currency,  coins,  bank  notes,  and  bul¬ 
lion;  and  travelers  checks,  register  checks, 
and  money  orders  held  for  sale  to  the  public. 

(b)  Securities.  “Securities”  means  all  ne¬ 
gotiable  and  nonnegotlable  instruments  or 
contracts  representing  either  money  or  other 
property  and  includes  revenue  and  other 
stamps  in  current  use,  tokens,  and  tickets, 
but  does  not  include  money. 

(c)  Premises.  “Premises”  means  the  in¬ 
terior  of  that  portion  of  any  building  at  a 
location  designated  in  the  Application  which 
is  occupied  by  the  insured  as  stated  there¬ 
in,  but  shall  not  include  (1)  showcases  or 
show  windows  not  opening  directly  into  the 
interior  of  the  premises,  or  (2)  public  en¬ 
trances,  halls,  or  stairways.  As  respects  In¬ 
suring  Agreements  I  and  II  only,  the  prem¬ 
ises  shall  also  include  the  space  Immediately 
surrounding  such  building,  provided  such 
space  is  occupied  by  the  insured  in  conduct¬ 
ing  his  business. 

(d)  Custodian.  “Custodian”  means  the  in¬ 
sured,  a  partner  therein,  an  officer  thereof, 
or  any  employee  thereof  who  is  in  the  regu¬ 
lar  service  of  and  duly  authorized  by  the 
insured  to  have  the  care  and  custody  of  the 
insured  property  within  the  premises,  ex¬ 
cluding  any  person  while  acting  as  a  watch¬ 
man,  porter,  or  janitor. 

(e)  Messenger.  “Messenger”  means  the  In¬ 
sured,  a  partner  therein,  an  officer  thereof, 
or  a  .  employee  thereof  who  is  in  the  regu¬ 
lar  service  of  and  duly  authorized  by  the 
insured  to  have  the  care  and  custody  of  the 
insured  property  outside  the  premises. 

(f)  Robbery.  “Robbery”  or  “robbery,  in¬ 
cluding  observed  theft,”  means  the  taking  of 
Insured  property  (1)  by  violence  inflicted 
upon  a  messenger  or  a  custodian;  (2)  by 
putting  him  in  fear  of  violence;  (3)  by  any 
other  overt  felonious  act  committed  in  his 
presence  and  of  which  he  was  actually  cogni¬ 
zant,  provided  such  other  act  is  not  com¬ 
mitted  by  an  officer,  partner,  or  employee  of 
the  insured;  (4)  from  the  person  or  direct 
care  and  custody  of  a  messenger  cr  custodian 
who  has  been  killed  or  rendered  unconscious; 
(5)  from  within  the  premises  by  compelling 
a  messenger  or  custodian  by  violence  or 
threat  of  violence  while  outside  the  premises 


to  admit  a  person  Into  the  premises  or  to 
furnish  him  with  iqeans  of  ingress  into  the 
premises;  or  (6)  from  a  showcase  or  show 
window  within  the  premises  while  regularly 
open  for  business,  by  a  person  who  has  broken 
the  glass  thereof  from  outside  the  premises. 

(g)  Robbery  of  a  watchman.  “Robbery  of  a 
watchman”  means  a  felonious  taking  of 
insured  property  by  violence  or  threat  of 
violence  inflicted  upon  a  private  watchman 
employed  exclusively  by  the  insured  and 
while  such  watchman  is  on  duty  within  the 
premises. 

(h)  Burglary.  “Burglary”  or  “burglary  and 
larceny  incident  thereto”  means  the  feloni¬ 
ous  abstraction  of  insured  property  from 
within  the  premises  by  a  person  making 
felonious  entry  therein  by  actual  force  and 
violence,  evidenced  by  visible  marks  upon,  or 
physical  damage  to,  the  exterior  .of  the 
premises  at  the  place  of  such  entry. 

(1)  Safe  burglary.  “Safe  burglary”  or  “safe 
burglary  and  larcency  incident  thereto” 
means  (1)  the  felonious  abstraction  of  in¬ 
sured  property  from  within  a  vault  or  safe, 
the  door  of  which  is  equipped  with  a  com¬ 
bination  lock,  located  within  the  premises, 
by  a  person  making  felonious  entry  into  suCh 
vault  or  such  safe  and  any  vault  containing 
the  safe,  when  all  doors  thereof  are  duly 
closed  and  locked  by  all  combination  locks 
thereon,  provided  such  entry  shall  be  made 
by  actual  force  and  violence,  evidenced  by 
visible  marks  upon  the  exterior  of  (a)  all 
of  said  doors  of  such  vault  or  such  safe  and 
any  vault  containing  the  safe,  if  entry  is 
made  through  such  doors,  or  (b)  the  top,  bot¬ 
tom,  or  walls  of  such  vault  or  such  safe  and 
any  vault  containing  the  safe  through  which 
entry  is  made,  if  not  made  through  such 
doors,  or  (2)  the  felonious  abstraction  of  such 
safe  from  within  the  premises. 

(j)  Jewelry.  “Jewelry”  means  Jewelry, 
watehes,  gems,  precious  or  semiprecious 
stones,  and  articles  containing  one  or  more 
gems. 

(k)  Loss.  “Loss,”  except  as  used  In  Insur¬ 
ing  Agreements  I  through  V,  includes 
damage. 

(l)  Class  E  Safe.  “Class  E  Safe”  means  a 
steel  safe  having  walls  at  least  I  inch  thick 
and  doors  at  least  inches  thick,  or  a 
vault  of  steel  at  least  Vi  inch  thick  or  of 
reinforced  concrete  or  stone  at  least  9  inches 
thick  or  of  non -reinforced  concrete  or  stone 
at  least  12  inches  thick,  with  steel  doors  at 
least  1  Vi  Inches  thick. 

2.  Ownership  of  property;  interests 
covered.  The  insured  property  may  be  owned 
by  the  insured  or  held  by  him  in  any  capac¬ 
ity,  whether  or  not  the  insured  is  liable  for 
the  loss  thereof :  Provided.  That  the  in¬ 
surance  applies  only  to  the  interest  of  the 
insured  in  such  property,  including  the  in¬ 
sured's  liability  to  others,  and  does  hot  apply 
to  the  Interest  of  any  other  person  or  or¬ 
ganization  in  any  of  said  property  unless 
ineluded  in  the  insured's  proof  of  loss. 

3.  Joint  insured.  If  more  than  one  insured 
is  named  in  the  Application,  the  insured 
first  named  shall  act  for  every  insured  for 
all  purposes  of  this  Policy.  Knowledge  pos¬ 
sessed  or  discovery  made  by  any  insured 
shall,  for  all  purposes,  constitute  knowledge 
possessed  or  discovery  made  by  every  insured. 

4.  Books  and  records.  The  insured  shall 
keep  records  of  all  the  insured  property  in 
such  manner  that  the  Insurer  can  accurately 
determine  therefrom  the  amount  of  loss,  and 
if  the  insured  maintains  cash  funds  for  the 
purpose  of  check  cashing,  a  complete  record 
of  each  check  negotiated  shall  be  kept  by 
the  insured  showing  the  names  of  the  maker, 
payee  and  drawee  bank,  and  the  date  and 
amount  of  the  check,  and  such  records  shall 
be  maintained  in  a  receptacle  other  than 
used  for  money  and  securities. 

5.  Limits  of  liability:  settlement  options. 
The  Insurer  shall  not  be  liable  on  account  of 
any  loss  unless  the  amount  of  such  loss  shall 
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exceed  the  amount  of  the  deductible  de¬ 
scribed  In  the  Application  which  Is  made  a 
part  of  this  Policy  and  the  Insurer  shall 
then  be  liable  only  for  such  excess  over  and 
above  the  deductible,  subject  to  and  within 
the  limit  of  Insurance  covered  by  the  Policy. 

The  limit  of  the  Insurer’s  liability  for  loss 
shall  not  exceed  the  applicable  limit  of  in¬ 
surance  stated  in  the  Application,  nor  what 
it  would  cost  at  the  time  of  loss  to  repair 
or  replace  the  property  with  other  of  like 
kind  and  quality,  nor  as  respects  securities 
the  actual  cash  value  thereof  at  the  close  of 
business  on  the  business  day  next  preceding 
the  day  on  which  the  loss  was  discovered, 
nor  as  respects  other  property  the  actual  cash 
value  thereof  at  the  time  of  loss:  Provided, 
however.  That  the  actual  cash  value  of  such 
other  property  held  by  the  Insured  as  a 
pledge,  or  as  collateral  for  an  advance  or  a 
loan,  shall  be  deemed  not  to  exceed  the  value 
of  the  property  as  determined  and  recorded 
by  the  Insured  when  making  the  advance 
or  loan,  nor.  In  the  absence  of  such  record, 
the  unpaid  portion  of  the  advance  or  loan 
plus  accrued  interest  thereon  at  legal  rates. 

The  applicable  limit  of  Insurance  stated 
In  the  Application  Is  the  total  limit  of  the 
Insurer’s  liability  with  respect  to  all  loss  of 
property  of  one  or  more  persons  or  organiza¬ 
tions  arising  out  of  any  one  occurrence.  All 
loss  Incidental  to  an  actual  or  attempted 
fraudulent,  dishonest  or  criminal  act  or  series 
of  related  acts  at  the  premises,  whether  com¬ 
mitted  by  one  or  more  persons,  shsUl  be 
deemed  to  arise  out  of  one  occurrence. 

’The  Insurer  may  pay  for  the  loss  In  money 
or  may  repair  or  replace  the  property  and 
may  settle  any  claim  for  loss  of  property 
either  with  the  insured  or  the  owner  thereof. 
Any  property  so  paid  for  or  replaced  shall 
become  the  property  of  the  Insurer.  Any 
property  recovered  after  settlement  of  a  loss 
shall  be  applied  first  to  the  expense  of  the 
p>artle6  In  making  such  recovery,  with  any 
balance  applied  as  If  the  recovery  bad  been 
made  prior  to  said  settlement,  and  loss  re¬ 
adjusted  accordingly.  ’The  Insured  or  the  In¬ 
surer,  upon  recovery  of  any  such  property, 
shall  give  notice  thereof  as  soon  as  practica¬ 
ble  to  the  other. 

6.  Insured’s  duties  when  loss  occurs.  Upon 
knowledge  or  discovery  of  loss  or  of  an  occur¬ 
rence  which  may  give  rise  to  a  claim  for  loss, 
the  insured  shall:  (a)  Give  notice  thereof  as 
soon  as  practicable  to  law  enforcement  au¬ 
thorities  and  to  the  Insurer  through  any  of  its 
authorized  agents,  and  (b)  file  detailed  proof 
of  loss,  duly  sworn  to,  with  the  Insurer 
through  its  authorized  agents  within  sixty 
(60)  days  after  the  discovery  of  lose. 

Upon  the  Insurer’s  request,  the  insured 
and  every  claimant  hereunder  shall  submit 
to  examination  by  the  Insurer,  subscribe  the 
same  under  penalty  of  18  U.S.C.  1001  per¬ 
taining  to  fraud  and  false  representation, 
and  produce  all  pertinent  records,  all  at  such 
reasonable  times  and  places  as  the  Insurer 
shall  designate,  and  shall  cooperate  with  the 
Insurer  In  all  matters  pertaining  to  loss 
or  claims  with  respect  thereto. 

7.  Other  insurance.  If  there  is  any  other 
valid  and  collectible  insmance  which  would 
apply  in  the  absence  of  this  Policy,  the  In¬ 
surance  under  this  Policy  shall  apply  only 
as  excess  Insurance  over  such  other  insur¬ 
ance;  provided,  that  the  insurance  shall  not 
apply  (a)  to  property  which  is  separately 
described  and  enumerated  and  specifically 
Insured  in  whole  or  in  part  by  any  other 
Insurance:  or  (b)  to  property  otherwise  in¬ 
sured  unless  such  property  is  owned  by  the 
Insured. 

8.  No  benefit  to  bailee.  The  Insurance 
afforded  by  this  Policy  shall  not  inure  di¬ 
rectly  or  indirectly  to  the  benefit  of  any  car¬ 
rier  or  other  bailee  for  hire. 

9.  Appraisal.  If  the  Insured  and  the  Insur¬ 
er  f€dl  to  agree  as  to  the  amount  of  loss, 
each  shall,  on  the  written  demand  of  either. 
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made  within  sixty  (60)  days  after  receipt 
of  proof  of  loss  by  the  Insurer,  appoint  a 
competent  and  disinterested  appraiser,  and 
the  appraisal  shall  be  made  at  a  reasonable 
time  and  place  within  thirty  (30)  days  after 
the  two  appraisers  are  appointed.  If  the  ap¬ 
praisers  fall  to  agree,  they  shall  jointly  select 
a  competent  and  disinterested  third  ap¬ 
praiser  and  submit  the  question  to  him  with¬ 
in 'fifteen  (15)  days  thereafter.  ’The  first  two 
appraisers  shall  state  separately  the  actual 
cash  value  at  time  of  loss  and  the  amount  of 
the  loss.  Subsequent  agreement  In  writing 
by  any  two  of  the  three  appraisers  within 
thirty  (30)  days  after  the  third  appraiser 
was  selected  shall  be  considered  by  the  In¬ 
surer  In  determining  the  amount  of  the  loss 
but  shall  not  be  considered  binding  upon 
him  and  shall  not  be  admissible  as  such  In 
court.  The  Insured  and  the  Insurer  shall  each 
pay  its  chosen  appraiser  and  shall  bear 
equally  the  expenses  of  the  third  appraiser 
and  the  other  expenses  of  appraisal.  The 
Insurer  shall  not  be  held  to  have  waived  any 
of  its  rights  by  any  act  relating  to  appraisal. 

10.  Action  against  insurer.  No  action  shall 
lie  against  the  Insurer  unless,  as  a  condition 
precedent  thereto,  there  shall  have  been  full 
compliance  with  all  the  terms  of  this  Policy 
and  the  applicable  regulations  of  the  Federal 
Insurance  Administration,  nor  until  ninety 
(90)  days  after  the  required  proofs  of  loss 
have  been  filed  with  the  Insurer,  nor  at  all 
unless  commenced  within  2  years  from  the 
date  when  the  insiued  discovers  the  loss  and 
within  1  year  after  the  date  upon  which  the 
claimant  received  written  notice  of  disallow¬ 
ance  or  partial  disallowance  of  the  claim. 
Any  such  action  shall  be  brought  in  a  U.S. 
district  court,  as  required  by  12  U.S.C. 
1749bbb-ll. 

11.  Subrogation.  In  the  event  of  any  pay¬ 
ment  under  this  Policy,  the  Insurer  shall  be 
subrogated  to  all  the  Insured’s  rights  of  re¬ 
covery  therefor  against  any  person  or  or¬ 
ganization  and  the  Insured  shall  execute  and 
deliver  Instruments  and  papers  and  do  what¬ 
ever  else  is  necessary  to  secure  such  rights. 
The  Insured  shall  do  nothing  after  loss  to 
prejudice  such  rights. 

12.  Changes.  Notice  to  any  agent  or  knowl¬ 
edge  possessed  by  any  agent  or  by  any  other 
person  shall  not  effect  a  waiver  or  a  change 
in  any  part  of  this  Policy  or  estop  the  Insurer 
from  the  asserting  any  light  under  the  terms 
of  this  Policy;  nor  shall  the  terms  of  this 
Policy  be  waived  or  challenged,  except  by  en¬ 
dorsement  Issued  to  form  a  part  of  this 
Policy,  as  approved  by  the  Federal  Insurance 
Administrator. 

13.  Cancellation.  This  Policy  may  be  can¬ 
celled  by  the  Insured  by  surrender  thereof  to 
the  Insurer  or  any  of  Its  authorized  agents  or 
by  mailing  to  the  Insurer  written  notice  stat¬ 
ing  when  thereafter  the  cancellation  shall 
be  effective.  The  grounds  for  cancellation  of 
coverage  by  the  Insurer  shall  be  limited  to 
those  set  forth  in  Subchapter  C,  Chapter  VII, 
’Title  24  of  the  Code  of  Federal  Regulations. 
Except  as  otherwise  provided  by  such  regula¬ 
tions,  notice  of  cancellation  by  the  Insurer 
shall  be  mailed  to  the  named  Insured  at  the 
address  shown  In  this  Policy,  stating  when 
not  less  than  thirty  (30)  days  thereafter 
such  cancellation  shall  be  effective.  The  mail¬ 
ing  of  notice  as  aforesaid  shall  be  sufficient 
proof  of  notice.  The  time  of  the  surrender  or 
the  effective  date  of  cancellation  stated  In 
the  notice  shall  become  the  end  of  the  Policy 
period.  Delivery  of  such  written  notice  either 
by  the  named  Insured  or  by  the  Insurer  shall 
be  equivalent  to  mailing. 

In  the  event  of  cancellation,  earned  pre¬ 
mium  shall  be  computed  In  accordance  with 
the  customary  short  rate  table  and  procedure, 
unless  otherwise  specifically  provided  in  said 
Regulations  Issued  by  the  Insvuer.  Premium 
adjustment  may  be  made  either  at  the  time 
cancellation  is  effected  or  as  soon  as  prac¬ 
ticable  after  cancellation  becomes  effective. 


24781 

but  payment  or  tender  of  unearned  premium 
is  not  a  condition  of  cancellation. 

14.  Assignment.  Assignment  of  Interest 
under  this  Policy  shall  not  bind  the  Insurer 
until  Its  consent  Is  endorsed  hereon;  If,  how¬ 
ever,  the  Insured  shall  die,  this  Policy  shall 
cover  the  Insured’s  legal  representative  as 
Insured;  provided  that  notice  of  cancellation 
addressed  to  the  insured  named  In  the  Appli¬ 
cation  and  mailed  to  the  address  shown  in 
this  Policy  shall  be  sufficient  notice  to  effect 
cancellation  of  this  Policy. 

15.  Declarations.  By  signing  the  Applica¬ 
tion  or  by  acceptance  of  this  Policy  the  In¬ 
sured  certifies  and  agrees,  under  penalty  of 
Federal  law  dealing  with  fraud  and  false 
representation  (18  U.S.C.  1001),  that  the 
statements  In  the  Application  are  his  agree¬ 
ments  and  representations,  that  this  Policy 
is  Issued  In  reliance  upon  the  truth  of  such 
representations,  that  he  Is  aware  of  the  ap¬ 
plicability  of  the  regulations  Issued  by  the 
Insurer,  and  that  this  Policy  and  said  regu¬ 
lations  embody  all  agreements  existing  be¬ 
tween  himself  and  the  Insurer  or  any  Its 
agents  relating  to  this  Insurance. 

In  witness  whereof,  the  Federal  Insurance 
Administrator  has  accepted  the  declarations 
of  the  insured  set  forth  in  the  Application 
and  has  caused  this  Policy  to  be  Issued. 

Federal  Insurance  Administrator. 

(c)  Such  endorsements  to  the  Com¬ 
mercial  Crime  Insurance  Policy  forms 
as  the  insurer  may  approve. 

PART  1934 — CLASSIFICATION  OF 
TERRITORIES 

Sec. 

1934.1  Method  of  classifying  territories. 

1934.2  List  and  classification  of  territories. 

Authokity:  The  provisions  of  this  Part 

1934  Issued  under  sec.  7(d),  79  Stat.  670; 
42  U.S.C.  3535(d);  sec.  1103,  82  Stat.  566;  12 
U.S.C.  1749bbb-17. 

§  1934.1  Method  of  riassifying  terri¬ 
tories. 

(a)  Because  rates  are  related  to  urban 
population  concentrations  rather  than 
to  State  boimdaries,  the  insurer  has 
determined  that  the  interests  of  the  pub¬ 
lic  will  be  best  served  by  classifying  ter¬ 
ritories  for  the  purposes  of  the  Federal 
crime  insurance  program  on  the  basis  of 
statistics  applicable  to  entire  Standard 
Metropolitan  Statistical  Areas,  generally 
referred  to  as  “SMSA’s." 

(b)  Under  the  classification  system 
prescribed  by  this  part,  all  communities 
within  the  same  SMSA  shall  be  assigned 
the  same  rating  classification,  regard¬ 
less  of  the  State  in  which  they  are 
situated.  However,  no  community  within 
any  SMSA  will  actually  be  eligible  for 
the  sale  of  Federal  crime  insurance  im- 
less  the  State  in  which  it  is  situated  is 
then  currently  eligdble. 

(c)  Eligible  commimities  that  are  not 
part  of  SMSA’s  shall  be  assigned  the 
same  territorial  classification  as  the  re¬ 
mainder  of  the  State,  regardless  of  the 
size  of  the  community. 

§  1934.2  List  and  rlassinrutlun  of  terri¬ 
tories. 

(a)  Territories  shall  be  classified  for 
statistical  and  rating  purposes  as  set 
forth  in  the  insurer’s  Crime  Insurance 
Manual,  which  shall  apply  to  all  crime 
insurance  ixilicies  written  under  the  pro¬ 
gram.  Such  manual  shall  be  supplied  by 
the  servicing  company  on  behalf  of  the 
insurer  to  all  eligible  agents  and  brokers 
within  an  eligible  State. 
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RULES  AND  REGULATIONS 


(b)  The  “Territories”  section  of  the 
Federal  Crime  Insurance  manual  shall 
read  as  follows: 

Federal  Insurance  Administration 

CRIME  INSURANCE  MANUAL 

Territories 

A.  The  Territorial  arrangement  for  each 
state  is  as  follows: 

(1)  If  Standard  Metropolitan  Statistical 
Areas  exist,  they  are  individually  rated. 

(2)  The  remainder  of  the  State  is  placed 
in  a  single  category. 

B.  Standard  Metropolitan  Statistical 
Areas.  The  Standard  Metropolitan  Statistical 
Area  (SMSA)  have  been  adopted  as  statistical 
units  in  order  to  make  it  possible  for  all 
Federal  agencies  to  utilize  the  same  bound¬ 
aries  in  publishing  data  useful  for  analyzing 
metropolitan  areas.  The  general  concept  of 
a  metropolitan  area  is  one  of  an  integrated 
economic  and  social  unit  with  a  recognized 
population  nucleus.  “SMSA's  Are  Not  Limited 
to  a  Single  State  or  a  Single  City.”  Since 
this  approach  differs  from  conventional  in¬ 
surance  practices,  caution  is  necessary  In 
rating  the  risk.  For  example,  parts  of  Mary¬ 
land  and  Virginia  are  in  the  Washington, 
D.C.,  SMSA. 

C.  Grading.  Each  SMSA  and  each  Re¬ 
mainder  of  State  is  classified  into  one  of 
three  territories  for  rating  purposes,  viz: 

Territory  3 _  High  risk. 

Territory  2 _  Average  risk. 

Territory  1 _  Low  risk. 

D.  Rating  of  SMSA’s: 


SMSA 


Statis-  Rate 
deal  terrl- 
wxlo  tory 


Abilene,  Tex.  (includes  Taj  lur  and  Join’s 

Counties) .  ...  0040  2 

Akron,  Ohio  (includes  Summit  and  Port¬ 
age  C^ountie.s) .  OOSO  2 

Albany,  Oa. (includes  Ih.ughertyCounty).  (U20  1 

All>any-Seheneetady-Troy,  N.Y.  (in¬ 
cludes  Albany,  Rens.si’laer,  Saratoga, 

and  Schenectady  Countii's) . .  0100  I 

Albuquerque,  N.  Mex.  (includes  Uernal- 

illo  County)..  0200  3 

Allentown-Hethlehem-Kaston,  Pa.-N.J. 

(includes  Ix’high  ainl  Nortlianqiton 
Counties,  Pa.  and  Warren  County, 

N.J.) .  0240  1 

Altoona,  Pa.  (ineludes  Hlalr  County)  0280  1 

Amarillo,  Tex.  (includes  PotU’rand  Ran¬ 
dall  Counties) .  .  .  03'20  2 

Anaheim-Santa  Ana-Oarden  Grove, 

Calif,  (includes  Orange  County)..  0360  3 

Anderson,  Ind.  (iiu’ludes  Madison 

County) .  0400  2 

Ann  Arlxir,  Mich,  (includes  Washt4'naw 

County) .  0440  3 

Appleton-Oshkosli,  Wis.  (ini’ludes  Cal¬ 
umet,  Outagamie,  and  Winnebago' 

Counties) .  0460  1 

Asheville,  N.C.  (includes  ItuncomlM’ 

County)....  0480  2 

Atlanta,  <la.  (includes  Clayton,  Cobb, 
lie  Kalb,  Fulton,  and  Gwinnett  Coun¬ 
ties)  .  Wi20  2 

Atlantic  City,  N.J.  (incliidi's  Atlantic 

County) .  .  .  ft'iOO  3 

Augusta,  Ga.-S.C.  (includes  Richmond 
County,  Oa.  and  Aiken  County,  S.C)  ..  0600  2 

Austin.  Tex.  (ineludes  Travis  County).  .  0640  2 

Hakerstield.  Calif,  (includes  Kern  County)  0680  3 

Baltimore,  Md.  (includes  Baltimore  City 
and  Anne  Arundel.  Baltimore,  Carroll, 

llow’ard,  and  Hartford  Countie.s) . .  0720  3 

Baton  Rouge,  La.  (includes  East  Baton 

Rouge  Parish) . .  0760  2 

Bay  City,  Mich,  (includes  Bay  County)..  0800  2 

Beaumont-Port  Arthur,  Tex.  (includes 

Jefferson  and  Orange  Counties) .  0840  2 

Billings,  Mont,  (ineludes  Yellowstone 

('ounty) _  .  .  .  .  .  08S0  1 

Biloxi-Gulf|iort,  .MLss.  (includes  Harrison 

County) .  0020  1 

Binghamton,  N.Y.-Pa.  (includes  Broome 
and  Tioga  Counties,  N.Y.  and  Susqe- 

hanna  County,  Pa.) .  0060  1 

Birmingham,  Ala.  (includes  Jefferson, 

Shelby,  and  Walker  Counties) .  1000  2 

Bloomington  -  Normal,  HI.  (includes 

McLean  County) .  1040  i 

Boi.se,  Idaho  (includes  Ada  County) .  1080  2 

Boston-Lowell,  Mass,  (includes  Middle¬ 
sex,  Norfolk,  Plymouih,  and  Suffolk 
Counties) .  1120  2 


SMSA 


Statis-  Rate 
tical  terri- 
code  tory 


Bridgcport-Stamford-Norwalk,  Conn. 

(includes  Fairfield  County) .  1160 

Brnwnsville-Harlingcn-San  Benito,  Tex. 

(includes  Camerm  County) .  1240 

Bryan-College  Station,  Tex.  (includes 

Braros  County) . 1260 

Buffalo,  N.Y.  (includes  Eric  and  Niagara 

Counties) .  1280 

Canton,  Ohio  (Inebides  Stark  County)  13’20 

Cedar  Rapids,  Iowa  (includes  Linn 

County) .  1360 

Champ!ijg?i-Urbana,  III.  (include.s 

Champaign  County) .  1400 

Charleston,  S.('.  (includes  Charleston 

and  Berkeley  Counties) .  .  1440 

Charleston,  IV.  Va.  (includes  Kanawha 

County)..  1480 

Charlotte,  N.C.  (includes  Mecklenburg 

and  Union  Counties) .  1520 

Chattanooga,  Tenn.-Ga.  (ineludes 
Hamilton  County,  Tenn.,  and  Walker 

County,  Ga.) .  1.560 

Chicago.  111.  (ineludes  Cook,  Du  Page, 

Kane,  Lake,  McHenry,  and  Will 

Counties) .  16(X) 

Cincinnati,  Ghio-Ky.-Ind.  (includes 
Hamilton,  Clermont  and  Warren 
('ounties,  Ohio,  and  Campla’ll,  Ken¬ 
ton,  and  Boone  Counties,  Ky.,  and 

Dearlrorn  County,  Ind.) .  1640 

Cleveland,  Ohio  (includes  Cuyahoga. 

Lake.  Geauga,  and  Medina  CountU's),..  1680 

Colorado  Springs,  Colo.  (includ<>s  El 

Paso  County) .  1720 

Columbia,  Mo.  (includes  Boone  t'ounty).  1740 

Columbia,  S.C.  (includes  Lexington  and 

Richland  Countie.s) .  1760 

Columbu.s,  Ga.-Ala.  (includes  ('liatta- 
iKXX’hee  and  Mus<8)gee  Counties,  Ga., 

and  Russell  County,  Ala.) .  1800 

Columbus,  Oliio  (includi’S  Franklin, 

Delaware,  and  Pickaway  ('ounties) .  1840 

Corpus  Christi,  Tex.  (includes  Nueces 

and  San  Patricio  Countie.s) .  1880 

Dallas,  Tex.  (includes  Collin,  Dallas. 

Denton,  Ellis,  Kaufman,  and  Rockwell 

Counties) .  1020 

Davenport-R(K'k  Island-Moline,  Iowa- 
Ill.  (includes  .Sr’ott  County,  Iowa,  and 
Rock  Island  and  IH’iiry  Counties,  111.).  1060 

Dayton,  Ohio  (includes  (Jreene,  Miami. 
5Iontgomery,  and  Pn'tde  Counties)...  2000 

Decatur,  III.  (includes  Macon  County) _  2040 

Denver,  ('olo.  (ineludes  Adams,  Arapa¬ 
hoe.  Boulder,  Denver,  and  Ji’ffer.son 

(’ounties) _  2080 

Des  Moines.  Iowa  (ineludes  Polk  County).  2120 

Detroit,  Mleh.  (Ineludes  .MiU'omb,  Oak¬ 
land,  and  Wayne  Countie.s) .  211’i0 

Dubuque.  Iowa.. .  2200 

Duluth-i^uperior,  Minn.-Wis.  (includes 
St.  Louis  County,  Minn.,  and  Douglas 

County,  Wis.)  ..  2240 

Durham,  N.C.  (ineludes  Durham  and 

Orange  Countie.s) .  2280 

El  Pivso,  Tex.  (Ineludes  El  Paso  County)..  2320 

Erie,  Pa.  (includes  Erie  ('ounty) .  2360 

Eugene.  Oreg.  (include.s  Lane  County)  24(t0 

Evansville,  Ind.-Ky.  (Inelud('s  Vander¬ 
burgh  and  Warwick  Counties,  Ind.,  and 

Henderson  County,  Ky.) . 2440 

Fall  River-New  Bedford.  Ma.ss.  (includas 

Bristol  County)..  2480 

Fargo-Moorhead.  N.  Dak.-Minn.  (in¬ 
cludes  Ca.ss  ('ounty,  N.  Dak.,  and 

Clay  County,  Minn.) .  .  2520 

Fayetteville.  N.C.  (includes  Cumberland 

County) .  25t')0 

Flint,  Mich,  (ineludes  Genesee  and 

Lapeer  Counties) .  2640 

Fort  Lauderdale-Hollywood.  Fla.  (in¬ 
cludes  Brow.ird  County) .  2680 

Fort  Smith.  Ark.-Okla.  (includes  .Sebas¬ 
tian  and  Crawford  Counties,  Ark.,  and 
LeFlore  and  Sr^iuoyah  Counties,  Okla.).  2720 

FortWayne,  Ind.  (incIudes.Allen  County).  2760 

Fort  Worth,  Tex.  (includes  Johnson  and 

Tarrant  Count  ies)  . . .  2800 

Fresno,  Calif.  (Includes  Fresno  (’ounty) . . .  2840 

Oadsde(t,  Ala.  (includes  Etowah 

County) .  2880 

Gainsville,  Fla.  (includes  Alochutf 

County) .  2000 

Galveston-Texas  City,  Tex.  (includes 

Galveston  (’ounty) . 2(r20 

Gary-Hammond-East  Chlcaio,  Ind.  (in¬ 
cludes  Lake  and  Porter  Counties) .  2060 

Grand  Rapids,  Mich,  (includes  Kent  and 

Ottawa  Counties) .  3000 

Great  Falls,  Mont,  (includes  Cascade 
County) .  3(M0 
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SMSA 


Statis-  Rato 
tical  terri- 
codo  tory 


Green  Bay,  Wis.  (includes  Brown 

County) .  ...  308(1 

Greensboro-High  I’oint-Winston-Salem, 

N.C.  (includes  Forsyth,  Guilford,  Ran¬ 
dolph,  and  Yadkin  Counties) _  3120 

Greenville,  S.().  (includes  Greenville  and 

Pickens  Counties) . 3160 

Hamilton-.Middletown,  Ohio  (includes 

Butler  (’ounty) _  .  3'2(K) 

lliurisburg,  l‘a.  (ini'ludes  Cuml>eiiand, 
Dauphin,  and  Perry  Counties).  3240 

Hartford-New  Britain-Bristol,  Conn, 
(includes  Hartford  and  Middlesex 

CouiUies) .  . .  ...  3280 

Honolulu.  Hawaii  (iiK'Iudes  Honolulu 
County).  ..  3320 

Houston,  Tex.  (includes  llturis,  Brar.oria, 

Fort  Rend,  Lilx’ity.  and  .Montgomery 

Countie.s) .  3360 

Huntington-Ashland,  W.  Va.-Ky.-Ohio 
(incluih’s  (’alH’ll  and  Wayne  Countu’S, 

W.  Va..  Boyd  (’ounty,  Ky.,  and  Law¬ 
rence  County,  Ohio) .  3400 

Huntsville,  Ala.  (includes  Madison  and 

Liinestoiie  Counties) . .  3440 

IndianaiKdis,  Ind.  (include.s  Marion, 
Hamilton.  Hancock,  Hendricks,  John-  • 
son,  .Morgan,  Shelby,  and  Boone  Coun¬ 
ties)  .  3480 

Jackson,  .Mich,  (includes  Jackson  County).  3520 
Jackson,  Miss,  (includes  Hinds  and 

Rankin  Counties).. .  3560 

Jacksonville,  Fla.  (includes  Duval  Coun¬ 
ty) .  3600 

Jersey  City,  N.J.  (includes  Hudson 

County) .  3640 

Johnstown,  Pa.  (inclmh’s  Cambria  and 

,Somers('t  Count  U’S) .  3680 

Kalama7.(x>,  Micli.  (inrlud('s  Kalamazoo 

County) .  37‘20 

Kansas  City,  Mo.-Kans.  (includes  Clay, 
Jackson,  Cass,  and  Platte  Counties, 

Mo.,  and  Johnson  and  Wyandotte 

('ounties.  Kans.) .  3760 

Kenosha,  Wis.  (includes  Kenosha  (’oun¬ 
ty) .  3800 

Knoxville,  Tenn.  (includes  Anderson, 

Blount,  and  Knox  Counties) .  3840 

La  Cross*',  Wis.  (includes  La  Crosse 

County) .  3870 

Lafayc'tte,  La.  (includes  Lafayette  Par¬ 
ish) . .  3880 

Lafayette-West  Lafayette,  Ind.  (includi's 

Tippts'anoe  County) .  3'.r20 

Lake  Charles,  La.  (includes  Calcasieu 

I’arish) .  3060 

Lancaster,  Pa.  (includes  Lancaster  Coun¬ 
ty)  .  4000 

Lansing,  Mich,  (includes  Clinton,  Eaton, 

and  Ingham  Counties) . .  4040 

Laredo.  Tex.  (Includes  Webb  County) .  4080 

Las  V{*gas,  Nev.  (includes  Clark  (’ounty).  41'20 
Lawrence-IIaverhlll,  Mi»ss.-N.H.  (in¬ 
cludes  Merrimack,  and  R(K’klngham 
Counties,  N.H.,  and  Essex  County, 

Ma,ss.) . 4160 

Lawton,  Okla.  (Includes  ('omnnche 

(’ounty) .  4200 

Lewiston -Auburn,  Maine  (includes 

Androscoggin  (’ounty) .  4240 

Lexington,  Ky.  (includes  Fayette 

County) .  4280 

Lima,  Ohio  (ineludes  Allen  ,  Putnam,  and 

Van  Wert  Coiinth's). .  4320 

Lincoln,  Ncbr.  (includes  Lanca.sler 

County) . .  -  .  43(’>0 

Little  Ro<’k-Norlh  Little  R(K’k,  Ark. 

(includes  Pula.ski  and  Saline  Counties) . .  44(K) 

Lorain-Elyrla,  Ohio  (includes  Lorain 

County) .  4440 

Los  Angeles-Long  BciU’h,  Calif,  (includes 

Los  Angeles  (’ounty) . .  4480 

Louisville,  Ky.-Ind.  (includes  Jefferson 
County,  Ky.,  and  Clark  and  Floyd 

Counties.  Ind.) . .  45’20 

Lubbo<'k,  Tex.  (includes  Lubbock 

County)..  -  4600 

Lynchliurg.  Va.  (includes  Lynchburg 
City  and  Amherst  and  Cam|)bcll 

Counties)  . .  .  4t’>40 

Macon,  Ga.  (Includes  Bibb  and  Houston 

Counties) .  4080 

Miidi.son,  Wis.  (Includes  Dane  County) _  47'20 

Manchester,  N.H.  (includes  Hillsboro 

(’ounty) .  4760 

MansHeld,  Ohio  (includes  Richland 

County) .  4800 

McAllen-Pharr-Edinl>urg,  Tex.  (Includes 

1 1  idalgo  County) .  .  4880 

Memphi.s,  Tenn.-Ark.  (includes  Shelby 
County,  Tenn.,  and  Crittenden 

County,  Ark.) .  4020 

Meriden.  Conn .  4960 
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SMSA 


StaUa-  Rate 
ten1> 
code  tory 


SMSA 


Statis-  Rate 
tical  terri- 
code  tory 


SMSA 


8tatl»’  Rate 
tical  terrt- 
code  tory 


Miami,  Fla.  (Includes  Dade  County) . 

Midland,  Tex.  (include*  Midland 

County) . 

Milwaukee,  Wis.  (includes  Milwaukee, 
Wauke.sha,  Ozaukee,  and  Washington 

Counties) . 

Minneapolis-St.  Paul.  Minn,  (includes 
Anoka,  Dakota,  Hennepin,  Ramst'y, 

and  Washington  CuuntU^) . 

Mobile,  Ala.  (includes  Mobile  and 

Baldwin  Countks) . 

Modesto,  Calif,  (includes  Stanislaus 

County) . 

Monroe.  La.  (includes  Ouachita  Parish) . . 
Montgomery,  Ala.  (includes  Elmore  and 

Montgomery  Counlies) . 

Muncie,  Ind.  (includes  Delaware  County). 
Muskegon-Muskegon  Heights.  Mich. 

(includes  Muskegon  County) . 

Nashville,  Tenn.  (includes  Davidson, 

Sumner,  and  Wilson  Counties) . 

Newark,  N.J.  (include.s  Essex,  Morris, 

and  Union  Counties) . 

New  Haven-Waterbury,  Conn.  (Includes 

New  Haven  County) . 

New  I.rf)ndon-Oroton-Norwich,  Conn. 

(includes  New  London  County) _ 

New  Orleans,  La.  (Includes  .leflerson, 
Orleans,  St.  Bernard,  and  St.  Tammany 

Parishes) . 

Newport  News-Hampton,  Va.  (includes 
Newport  News  and  Hampton  Cities 

and  York  County) . 

New  York,  N.Y.  (includes  Bronx,  Kings, 
New  York,  Queens.  Richmond. 
Nassau.  Rockland,  Suffolk,  and  West¬ 
chester  Counties) . . . 

Norfolk-Portsmouth,  \^a.  (Includes  Nor¬ 
folk,  Chesapeake,  Portsmouth,  and 

Virginia  Beach  Cities) . 

Ode.ssa,  Tex.  (Includes  Ector  County) _ 

Ogden.  Utah  (Includes  Wel>er  County)... 
Oklahoma  City,  Okla.  (includes  Cana¬ 
dian,  Cleveland,  and  Oklahoma  Coun¬ 
ties) . 

Omaha,  Nebr.-Iowa  (includes  Douglas 
and  Sarny  flounties,  Nebr.,  and  Potta- 

waltiimle  County,  Iowa) . 

Orlando,  Fla.  (includes  Orange  and  Semi¬ 
nole  Counties) . 

Owensboro,  Ky.  (includes  Davies  Coun¬ 
ty) . 

Oxnard-Ventura,  Calif,  (includes  Ventura 

County) . 

Pnterson-Clifton-Pa.s,snlc,  N.J.  (includes 

Bergen  and  Pa.ssale  Counties) . 

Pensacola,  Fla.  (Includes  Escambia  and 

Santa  Rosa  Counties) . 

Peoria.  Ill.  (Includes  Peoria,  Tazwell,  and 

Woodford  Counties) . 

Petersburg.  Colonial  Heights,  Va.  (in¬ 
cludes  Petersburg,  Colonial  Heights, 
and  Hopewell  Cities  and  Prince  Ueorge 

and  Dinwiddle  Counties) . 

Philadelphia,  Pa.-N.J.  (Includes  Bucks, 
Chester,  Delaware,  Montgomery,  and 
Philadelphia  Counties,  Pa.,  and  Bur¬ 
lington,  Camden,  and  Oloucester  Coun¬ 
ties,  N.J.) . 

Phoenix,  Arii.  includes  Maricopa  Coun- 


Plne  Bluff,  Arit.  (includes  Jefferson 

County) . 

PIttshurgh,  Pa.  (Includes  Allegheny. 
Beaver,  Washington,  and  Westmoreland 

Counties) . 

Plttsileld.  Mass.  (Includes  Berkshire 

County) . 

Portland,  Maine  (includes  Cumberland 

County) . 

Portland,  Oreg-Wash.  (includes  Clacka¬ 
mas,  Multnomah,  and  Washington 
Counties,  Oreg.,  and  Clark  County, 

Wash.) . 

Provldence-Pawtucket-Wa  r  wick,  R.I. 

(Includas  entire  State) . 

Provo-Orem,  Utah  (includes  Utah 

County) . . . 

Pueblo,  Colo.  (Includes  Pueblo  County).. 
Racine,  Wis.  (Includes  Racine  County)... 
Raleigh,  N.C.  (includes  Wake  County)... 

Reading,  Pa.  (Includes  Berks  County) _ 

Reno.  Nev.  (includes  Washoe  County) _ 

Richmond,  Va.  (Includes  Richmond  City 
and  Chesterfield.  Henrico,  and  Hanover 

Counties) . 

Roanoke,  Va.  (Includes  Roanoke  City 

and  Roanoke  County) . 

Rochester,  Minn,  (includes  Olmsted 

County) . 

Rochester,  N.Y.  (includes  Monroe,  Liv¬ 
ingston,  Orleans,  and  Wayne  Counties).. 
Rockford,  Ill.  (includes  Winnebago  and 

Boone  Counties) . 

Bacremento,  Calif,  (includes  Sacramento, 
placer,  and  Yolo  Counties) . . . 


6000 

6040 

6080 

6120 

6160 

6170 

6200 

6240 

6280 

6320 

6360 

6640 

6480 

6520 


.6660 


5680 

560U 

6720 

5800 

6840 

6880 

5920 

6960 

5990 

6000 

6040 

0080 

6120 

6140 


8  Saginaw,  Mich.  (Includes  Saginaw 

County) .  6960 

1  St.  Joseph,  Mo.  (Includes  Buchanan 

County) . 7000 

St.  Louis,  Mo.-IU.  (includes  St.  Ivouls  City 

2  and  Jefferson.  St.  Charles,  St.  Louis, 

and  Franklin  Counties,  Mo.,  and  Madi¬ 
son  and  St.  Clair  Counties,  Ill.) .  7040 

2  Salem,  Oreg.  (includes  Marion  and  Polk 

Counties) .  7080 

2  Sallnas-Monterey,  Calif,  (includes  Mon¬ 
terey  County) .  7120 

2  Salt  Lake  City,  Utah  (includes  Salt  Lake 

1  and  Davis  Counties) .  7160 

San  Angelo,  Tex.  (includes  Tom  Green 

1  County) .  7200 

2  San  Antonio,  Tex.  (includes  Bexar  and 

Ouadalufte  Countiw) .  7240 

2  San  Bemardlno-RIverside-Ontario.  Calif, 
(includes  Riverside  and  San  Bernardino 

2  Counties) .  ....  7280 

San  Diego,  Calif,  (includes  San  Diego 

2  County) .  7320 

San  Francisco-Oakland.  Calif.  (Includes 
2  Alameda,  Contra  Costa.  Marin,  San 

Francisco,  and  San  Mateo  Counties) _  7360 

2  San  Jose,  Calif.  (Includes  Santa  Clara 

County)  .  7400 

Santa  Barbara,  Calif.  (Includes  Santa 
2  Barbara  County)  .  7480 


Santa  Rose,  Calif,  (includes  Sonoma 
County) .  7600 

2  Savannah,  Qa.  (includes  Chatham 

Ctounty) .  7620 

Scranton,  Pa.  (includi's  Lackawanna 
County) .  7660 

3  Seattle-Everett,  Wash.  (Includes  King 

and  Snohoml.sh  Counties) .  7e(X) 

Sherman-Denison,  Tex.  (Includes  Oray- 
2  son  County) .  7640 

1  Shreveport,  La.  (Includes  Bossier  and 

2  Caddo  Parishes) .  7680 


Sioux  City,  iowa-Nebr.  (Includes  Wood¬ 
bury  County,  Iowa,  and  Dakota 

2  County,  Nehr.) .  7720 

Sioux  Falls.  S.  Dak.  (includas  Minne¬ 
haha  County) .  7760 

2  South  Bend,  Ind.  (Includes  St.  Joseph 

and  Marshall  Counties) .  7800 

2  Spokane,  Wa.sh.  (Includes  Spokane 

County) .  7840 

*  Springfield,  Ill.  (Includes  Sangamon 


2  County) .  7880 

Springfield,  Mo.  (includes  Greene 

2  County) .  7920 

Springfield,  Ohio  (includes  Clark 

2  County) .  7960 


Springfleld-Chicopee-Holyoke,  Mass.  (In- 
2  dudes  Hampden  and  Hampshire 

Counties,  Mass.,  and  Tolland  County 

Conn.) . ■ .  8000 

8teu)>enville-Welrton,  Ohlo-W.  Va.  (In- 
1  dudes  Jefferson  County,  Ohio,  and 

Brooke  and  Hancock  Counties,  W.  Va.).  8080 


2 


1 


2 


3 

2 

3 

2 

2 

2 

3 

1 

3 

1 

2 


1 

2 

2 

2 

2 

2 


2 

1 


Stockton,  Calif,  (includes  San  Joaquin 

County) . . .  8120 

Syracuse,  N.Y.  (includes  Madison, 

Onondaga,  and  Oswego  (bounties) .  8160 

Tacoma,  Wash,  (includes  Pierce  County)..  8200 
Tallahiksse,  Fla.  (includes  Leon  County) . .  8240 

Tampa-St.  Petersburg,  Fla.  (includes 
Hillsborough  and  Pinellas  Counties)...  8280 
Terre  Haute,  Ind.  (Includes  Vigo,  Clay, 

Sullivan,  and  Vermillion  Counties) .  8320 

Texarkana,  Tex.-A^rk.  (includes  Bowie 
County,  Tex.,  and  Miller  County, 

Ark.) . 8360 

Toledo,  <.)hlo-Mich.  (Includes  Lucas  and 
W<Kxl  Counties,  Ohio,  and  Monroe 

County,  Mich.) .  8400 

Toi)eka,  Kans.  (Includes  Shawnee 

County) .  8440 

Trenton,  N.J.  (includes  Mercer  County)..  8480 

Tuc.son.  Arlz.  (Includes  Pima  County) _  8620 

Tulsii,  Okla.  (includes  Creek,  Osage,  and 

Tulsa  Counties) .  8660 

Tuscaloosa,  Ala.  (Includes  Tuscaloosa 

County).. . 8600 

Tyler,  Tex.  (Includes  Smith  County) _  8640 

I’tica-Rome.  N.Y.  (includes  Herkimer 

and  Oneida  Counties) .  8680 

VaIlejo-Na|)a,  Calif,  (includes  Solano  and 

Napa  Counties) .  8720 

Vineland-.MIIlville-Bridgeton,  N.J.  (in¬ 
cludes  Cumberland  County) .  8760 

Waco,  Tex.  (includes  McLennan  County).  8800 
W'aterbury,  Conn,  (includes  Litchfl'Sd 
County) .  8880 


Washington,  l>.C.-Md.-Va.  (includes 
District  of  Columbia.  Montgomery  and 
Prince  Georges  Counties,  Md.,  Alex¬ 
andria,  Fairfax,  and  Falls  Church 
Cities,  and  Arlington,  Fairfax,  Lou¬ 
doun,  and  Prince  William  Countles.Va.).  8840 
Waterloo,  Iowa  (Includes  Black  Hawk 


County) .  8920 

West  Palm  Beach,  Fla.  (Includes  I’aliu 

BeiV'h  County) .  8960 

Wheeling,  W.  Va.-Ohlo  (Includes  Marshall 
and  Ohio  Counties.  W.  V'a.,  and  Bel¬ 
mont  County,  Ohio) .  9000 

Wichita.  Kans.  (includes  Sedgwick  and 

Butler  Counties) .  9040 

Wichita  Falls,  Tex.  (Includes  Archer  and 

Wichita  Counties) .  9080 

Wllkes-Barn'-Haxleton,  Pa.  (Includes 

Luzerne  County). .  0120 

Wilmington,  Del.-N.J.-Md.  (Includes 
New  Castle  County,  Del.,  Salem 
County,  N.J. .and  Cecil  County,  Md.)..  9160 

Wilmington,  N.C.  (Includes  New 

Hanover  and  Brunswick  Counties) .  9200 

Worcester,  Mass,  (includes  Worcester 

County) .  9240 

York,  Pa.  (Includes  York  and  Adams 

Counties) .  9280 

Youngstown-Warren,  Ohio  (Includes 
Mahoning  and  Trumbull  Counties) .  9320 


3 

2 

2 
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2 

2 

2 

2 

2 

2 

2 

1 

1 

3 

2 
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1 

2 

2 

1 

2 
2 

1 

2 


6160  2 


Rating  or  Remainder  or  State  Territories  (Excivsive  or  SMSA’s) 


6200 

6240 


Statistical  Rate 
code  territory 


6280 

2 

Alabama . 

401 

1 

6320 

1 

Alaska . 

002 

2 

Arizona . 

090 

2 

6400 

2 

Arkansas . 

(i06 

1 

California . 

906 

2 

6440 

3 

Colorado . 

809 

2 

6480 

2 

Connecticut . 

109 

1 

Delaware . 

310 

1 

6520 

2 

Florida . 

041 

2 

6560 

2 

Georgia . 

6600 

2 

413 

1 

6640 

2 

1 

2 

Hawaii-. _ _ 

916 

1 

6720 

Idaho . . 

101 

2 

061 

1 

6760 

2 

Indiana . 

618 

1 

6800 

2 

6820 

1 

Iowa . . 

719 

1 

Kansas . 

721 

1 

6840 

421 

1 

622 

1 

6880 

2 

Maine . . 

123 

1 

326 

1 

6920 

S 

Counties  and  Independent  cities  which  are  in  SMSA's  listed  above 
(see  SMSA  list  for  rate  territory) 


Baldwin,  Elmore,  Etowah,  Jefferson,  Limestone,  Madison,  Mobile, 
Montgomery,  Russell,  Shelby,  Tuscaloosa,  Walker. 

None. 

MaricoPii.  Pima. 

Crawford,  (’rlltenden,  Jefferson,  Miller,  Puliuskl,  Saline,  Sebastian. 

Alameda,  Contra  Costa.  Fresno,  Kern,  Los  Angeles,  Marin,  Monterey, 
Napa,  Orange.  Placer,  Riverside,  Saenunento,  Ran  Bernardino, 
San  Diego,  San  Francisco,  San  Joaiitiln,  San  Mateo,  Santa  Barliara, 
Santa  Clara,  Solano,  Sonoma,  Stanislaus,  Ventura,  Yolo. 

Adams,  Arafiahoe,  Boulder,  Denver,  El  I'aso,  Jefferson,  Pueblo. 

All  Counties  except  Windham. 

New  Castle. 

Alachua,  Broward,  Dade,  Duval,  Fscambla.  Hlllsliorough,  Leon, 
Orange,  Palm  Beach,  Pinellas,  Santa  Ro.sa,  Seminole. 

Bibb.  Chatham.  ChattahoiK’hee,  Clayton,  Cobb,  De  Kalb,  Dougherty, 
Fulton,  Gwinnett,  Houston,  Muscogee,  Richmond,  Walker. 

Honolulu. 

Ada. 

Boone,  Champaign,  Cook,  Du  Page,  Henry,  Kane,  Lake,  McHenry, 
McLean,  Macon,  Madison,  Pi'oria,  Rock  Island,  St.  Clair,  Sangamon, 
Tazewell,  Will,  Winnebago,  Woodford. 

Allen,  Boone,  Clark.  Clay,  Dearborn,  Delaware,  Floyd,  Hamilton, 
Hancock,  Hendrick.s  Johnson,  I>ake,  Madison,  Marion,  Marshall, 
Morgan,  Porter.  St.  Jo.seph,  Shelby,  Sullivan,  Tippecanoe,  V’ander- 
burgn,  Vermillion,  Vigo,  Warrick. 

Black  Hawk,  Dubuque,  Linn,  Polk,  Pottawattamie,  Scott,  Woodbury. 

Butler,  Kearny,  Sedgwick,  Shawnee,  Wyandotte. 

Boone,  Boyd,  Campbell,  Daviess,  Henderson,  Jefferson,  Kenton. 

Bossier.  Caddo,  Calcasieu,  East  Baton  Rouge,  Jefferson,  Lafayette, 
Orleans,  Ouachita.  St.  Bernard,  St.  Tammany. 

Androscoggin,  Cumlierland. 

Ann  Arundel.  Baltimore  (city  and  county),  Carroll,  Cecil,  Harford, 
Howard,  Montgomery,  Prince  Georges. 
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state  Statistical  Rate  Counties  and  Independent  cities  which  are  in  SMSA’s  listed  above 

code  territory  (see  SM8A  list  (or  rate  territory) 


Massachusetts. 
Michigan . 


Minnesota . 

Mississippi . 

Missouri . 

Montana . 

Nebraska . 

Nevada.. . 

New  Hampshire 
New  Jersey . 

New  Mexico _ 

New  York _ 


North  Carolina. 


North  Dakota. 
Ohio . 


Oklahoma.... 

Oregon . 

Pennsylvania. 


Puerto  Rico... 
Rhode  Island.. 
South  Carolina 

South  Dakota. 
Tennessee . 

Texas . 


Utah.... 

Vermont. 

Virginia. 


Washington... 
West  Virginia. 
Wisconsin _ 

Wyoming - 


12S 

826 


627 

429 

729 

830 

731 

093 

133 

234 

636 

023 


437 


838 

639 


641 

106 

342 


027 

014 

445 

846 

447 

649 


849 

160 

361 


063 

364 

666 

086 


2  Berkshire,  Bristol,  Essex,  Hampden,  Hampshire,  Middlesex,  Norfolk 
Plymouth,  Suffolk,  Worcester. 

2  Bay,  Clinton,  Eaton,  Genesee,  Ingham,  Jackson,  Kalamazoo,  Kent, 
Lapeer,  Macomb,  Monroe,  Muskegon,  Oakland,  Ottawa,  Saginaw, 
Washtenaw,  Wayne. 

1  Anoka,  Clay,  Dakota,  Hennepin,  Olmsted,  Ramsey,  St.  Louis, 
Washington. 

1  Harrison,  Hinds,  Rankin. 

1  Boone,  Buchanan,  Cass,  Clay,  Franklin,  Greene,  Jackson,  Jefferson, 
Platte,  St.  Charles,  St.  Louis,  St.  Louis  City. 

1  Cascade,  Yellowstone. 

1  Dakota,  Douglas,  Lancaster,  Sarpy. 

2  Clark,  Washoe. 

1  Hillsborough,  Merrimack,  Rockingham. 

2  All  counties  except  Cape  May,  Hunterdon,  Middlesex,  Monmouth, 

Ocean  Somerset,  Sussex. 

2  Bernalillo. 

1  Albany,  Bronx,  Broome,  Erie,  Herkimer,  Kings,  Livingston,  Madison, 
Monroe,  Nassau,  New  York,  Niagara,  Oneida,  Onondaga,  Oswego, 
(Jueeiis,  Rensselaer,  Richmond,  Rockland,  Saratoga,  Schenectady, 
Suffolk,  Tioga,  Wayne,  Westchester. 

1  Brun.swlck,  Buncombe,  Cumberland,  Durham,  Forsyth,  Guilford, 

Mecklenburg,  New  Hanover,  Orange,  Randolph,  Union,  Wake, 
Yadkin. 

1  Cass. 

1  Allen,  Belmont,  Butler,  (Mark,  Clermont,  Cuyahoga,  Delaware,  Frank¬ 

lin,  Geauga,  Greene,  Hamilton,  Jefferson,  Lake,  Lawrence,  Loran, 
Lucas,  Mahoning,  Medina,  Miami,  Montgomery,  Pickaway,  Portage, 
Preble,  Ptitnam,  Richland,  Stark,  Summit,  Trumbull,  Van  Wert, 
Warren,  Wood. 

1  Canadian,  Cleveland,  Comanche,  Creek,  Lc  Flore,  Oklahoma,  Osage, 

Se<iuoyah,  TuLsa. 

2  Clackamas,  Lane,  Marlon,  Multnomah,  Polk,  Washington. 

1  Adams,  Allegheny,  Beaver,  Berks,  Blair,  Bucks,  ('ambrla,  Chester, 

Cumberland,  Dauphin,  Ilelaware,  Erie,  Lackawanna,  Lancaster, 
Lehigh,  Luzerne,  Montgomery,  Northampton,  Perry,  Philadelphia, 
Somerset,  Susquehanna,  Washington,  Westmoreland,  York. 

2  Assign  all  to  rate  territory  2. 

2  All  counties  in  SMSA’s. 

2  Aiken,  Berkeley,  Charleston,  Greenville,  Lexington,  Pickens,  Rich¬ 

land. 

1  Minnehaha. 

1  Anderson,  Blount,  Davidson,  Hamilton,  Knox,  Shelby,  Sumner, 
Wll^n. 

1  Archer,  Bexar,  Bowie,  Brazoria,  Brazos,  Cameron,  Collin,  Dallas, 

Denton,  Ector,  Ellis,  El  Paso,  Fort  Bend,  Grayson,  Guadalupe, 
Harris,  Hidalgo,  Jefferson,  Johnson,  Jones,  Kaufman,  Kinney,  Liber¬ 
ty,  Lubbock,  McLennan,  Midland,  Montgomery,  Nueces,  Orange, 
Potter,  Randall,  Rockwall,  San  Patricio,  Smith,  Tarrant,  Taylor, 
Tom  (Jreen,  Travis,  Webb,  Wichita. 

1  Davis,  Salt  Lake,  Utah,  Weber. 

1  None. 

1  Alexandria.  Amherst,  Arlington,  Campbell,  Chesapeake,  Chesterfield, 

Dinwiddle,  Fairfax  (City  and  County),  Falls  Church,  Hanover, 
Hampton,  Henrico,  Hopewell,  Loudoun,  Lynchburg,  Newport  News, 
Norfolk,  Petersburg,  Portsmouth,  Prince  George,  Prince  William, 
Richmond,  Roanoke  (city  and  county),  Vir^nla  Beach,  York, 
Colonial  Heiglits. 

2  Clark,  King,  Pierce,  Snohomish,  Spokane. 

1  Brooke,  Cabell,  Hancock,  Kanawha,  Marshall,  Ohio,  Wayne. 

1  Brown,  Calumet,  Dane,  Douglas,  Kenosha,  La  Crosse,  Milwaukee, 

Ozaukee,  Racine,  Washington,  Waukesha,  Outagamie,  Winnebago. 

2  None. 


[FR  Doc.71-18535  FUed  12-21-71:8:45  am] 
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